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MORATORIUM ON “BUSINESS DEPRESSION” 


RESTORING THE NATION’S MORALE AND BUSINESS INITIATIVE 


E first step toward restoration of 
poise and sanity in business affairs 
is to vigorously stamp upon the 
public mind through all available 

channels that “depression” has been carried 
to morbid and destructive extremes. It is no 
longer a question of necessary deflation or 
economic convalescence. Heroic experi- 
ments, political bromides and attempts at 
artificial respiration, have proven of little 
or no avail. The patient continues to lan- 
guish for want of wholesome food and puri- 
fied air while the doctors stand around, 
apparently helpless and confounded. Anx- 
ious and eager attention is riveted upon the 
distant horizon for the first hopeful glimpse 
of dawn while the immediate problem and 
its answer lies plainly and neglected before 
our very eyes. 

Pessimism has degenerated into 2 popular 
and fashionable form of neurosis. It has 
acquired a malignancy which preys upon 
the very vitals of the nation. It arrests the 
natural recuperative forces that strive in 
vain to assert themselves. It stagnates 
wealth, potential credit and productive re- 
sources that seek release for active employ- 
ment in far greater abundance than ever 
before available in this or any other country. 
[t ignores the fact that the economic, busi- 
ness and financial structure are funda- 
mentally sound. It subjects initiative, enter- 
prise and management to paralysis because 
of grossly exaggerated report, senseless fears, 
corroding doubt and indecision. In its 


present bloated form pessimism is even 
more blind and heedless of true values and 
economic realities than was the mania for 
speculative profits which reached its abor- 
tive climax two years ago. 

It is a delusion to nourish the baneful con- 
viction that the United States is hopelessly 
and inextricably caught in a morass of 
world-wide economic and political entangle- 
ments; that all precedents count for naught, 
and that this is a mortal combat between 
sinister revolutionary forces and the capital- 
istic system. This country of ours com- 
mands the manhood and the economic muni- 
tions that will not alone restore order 
in its own household but also to capture a 
leadership which will definitely turn the tide 
toward renewed progress and constructive 
achievement both at home and abroad. 

The world looks today to the United 
States for rescue. The action of the British 
government in suspending gold payments 
points to a line of duty to this country as 
trustee of a colossal, inert hoard of gold. 
Declaring moratoriums has become the 
favorite sport in international affairs. It is 
strictly in order to suggest a home-made 
moratorium to liquidate “business depres- 
sion” in the United States. 

Business and financial leadership are ap- 
parently at wit’s end, either stoically re- 
signed to letting ‘‘nature take its course,” 
or praying for some miracle or modern 
Moses to lead the way out of the wilderness. 
Others search far afield for magic lotions. 
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More daring souls with fertile imaginations 
and with voices of more or less authority, 
advocate new fangled varieties of economic 
planning. One calls for elaborate machinery 
of economic and industrial stabilization en- 
listing collective action and government 
supervision. Others call for repeal of anti- 
trust laws, punitive taxes on wealth, sus- 
pension of armament programs, unemploy- 
ment insurance and even the abolition of the 
Eighteenth Amendment. Business con- 
tinues to grope in the valley of uncertainty. 
The great pity and crime of the present 
abnormal state of business is that it is 
utterly unwarranted by the realities and 
that it is unworthy of the genius and the 
resourcefulness of our people. This nation 
faced and conquered far more serious prob- 
lems in the past and has emerged with 
added stature. We have paid in full measure 
the price of adventure in a fool’s paradise of 
inflated prosperity, of gross violation against 
economic laws and the maladjustments of 
the post-war period. The time has now 
arrived for a vindication of business and 
financial leadership. 7: 
ATTACKING THE ‘BUSINESS DE- 
PRESSION COMPLEX’’ 


NEW YORK banker of mature ex- 
perience says that ‘seventy-five per 

cent. of our business depression is 
mental.” We advance no brief as to the 
exact percentage ratio. It is a fact never- 
theless that all economic and emergency 
planning thus far, whether under govern- 
ment or cooperative tutelage, has exerted 
no appreciable restraint in effecting a change 
in the business tide. It may therefore, be 
pertinent to adopt a new strategy and at- 
tack the problem from the standpoint of 
pathological diagnosis and treatment. 

It will be generally admitted that ‘“‘busi- 
ness depression”’ has been unduly prolonged 
and has reached a depth not justified by 
commonsense appraisal of facts. The down- 
ward curve has been longer and deeper than 
any of our previous major declines. Accord- 
ing to all precedent and economic reason 
this country should be on the ascent. Stocks 
have been deflated below actual value and 
like bonds now lie on the bargain counter. 
Never has there been such opportunity for 
profitable investment and building of new 
fortunes. 


When, where and how ignition is to be 
supplied is the burning question. Economic 
and political formulae have failed to pro- 
vide the opening wedge up to now. It is the 
human element in the situation which has 
been ignored and in which will be found the 
real answer. Put “‘business depression” as 
it exists today under the microscope and it 
will be found to be a compound of unreason- 
ing public distrust, suspicion and lack of 
confidence, which is inflamed by sensational 
publicity, morbid whisperings and a painful 
absence of courageous faith in high quarters 
as well as among the mass of our people. 

oo & 


NEWSPAPERS THE WORST OF- 
FENDERS 


HE greatest good that may be accom- 
plished at this time is to liquidate 
“depression” in the newspapers and 
other mediums of daily communication to 
the public. This includes the more reputable 
as well as the sensational press. It is nothing 
less than a crime to see the daily parade of 
gross exaggeration and distorted importance 
which “plays” up with glaring and mislead- 
ing headlines every adverse development. 
The newspaper editors with very few excep- 
tions have lost their sense of proportion and 
perspective. They are responsible, more 
than any other single group or agency for 
keeping the popular mind in a state of 
hysteria and semi-panic. In their desire to 
pander to a morbid appetite they disregard 
fundamental values. Good news and favor- 
able developments are buried in back pages 
or receive no attention. Instead they are 
quick to seize upon and magnify every 
failure, cut in dividends, wages and market 
decline. There are not wanting irrepressible 
and self-appointed spokesmen who fill the 
columns and poison the air with their dire 
calamity howlings. 

A better understanding and closer co- 
operation between newspaper managements 
and local business and banking interests 
would accomplish excellent results. It is not 
a question of subversion and muzzling the 
newspapers but one of vital public interest 
and veracity as well as good judgment. If 
the bankers raise their standard and the 
newspapers give due heed to public interest 
and scrupulous regard for actual facts, 
rather than to circulation figures, the battle 
is won. 
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BIG JOB FOR AMERICAN BANKERS 


N opportunity for conspicuous and 
constructive service to the nation and 
to business presents itself to the 
American Bankers Association at its ap- 
proaching convention in Atlaniic City. The 
fervent and patriotic spirit which animated 
the war-time convention in the same city in 
1917 needs to be rekindled. With an army 
of over 22,000 banking institutions, mul- 
tiplied by their staffs of officers and em- 
ployees, the association has it within its 
power to wield a mighty and decisive influ- 
ence in directing the currents of public feel- 
ing toward speedy business recovery. It 
calls for courageous leadership and unselfish 
effort and the time is most propitious. 

At the last annual convention of the 
American Bankers Association in Cleveland, 
the President of the United States said that 
“the banker is the listening post of economic 
movement and in a large measure makes or 
tempers its psychology.”’ It is even more true 
today than a year ago that there is no one 
group which can contribute so much in con- 
structive thought and action as the bankers 
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in order to solve the problems that press for 
solution. The fact that there have been 932 
banking suspensions this year up to the 
close of August, with indicated deposit 
liabilities of close to 700 million dollars, 
makes the mandate upon the responsible 
banking fraternity more urgent. There are 
bound to be more failures, but the banking 
structure as a whole is today stronger and in 
a more impregnable position than ever. 


Bankers have the influence and the power 
to serve as shock troops for a general attack 
on prevailing depression. It should not be 
difficult for them to enlist the business men, 
merchants, industrialists and professional 
men in their respective communities. They 
must shame into action the slackers in their 
own midst, the Dr. Jekylls and Mr. Hydes 
who publicly preach optimism and privately 
in their back offices, when accosted for com- 
mercial and seasonal loans, acquire a mien 
of indigo blue in their anxiety to accumulate 
liquid resources. This might be considered 
good banking, but it is certainly a big ele- 
ment in repressing business initiative and 
courageous enterprise. 


MEMBERS OF THE NEW BRITISH NATIONAL CABINET, HEADED BY PREMIER MACDONALD, WHICH BY 
UNANIMOUS ACTION AND WITH APPROVAL OF PARLIAMENT DECIDED UPON THE SUSPENSION OF GOLD 
PAYMENTS BY THE BANK OF ENGLAND 
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SIGNIFICANCE OF BRITISH SUS- 
PENSION OF GOLD STANDARD 


USPENSION of the gold standard by 
the British Government is a major 

event which forces upon the respon- 
sible financial world the realization that 
under prevailing international conditions, 
no one nation can pursue a monetary policy 
in isolation. In so far as British internal 
affairs are concerned it is doubtless true, 
as stated by J. P. Morgan, that this devel- 
opment has its hopeful and constructive 
aspects. The prime fact remains, however, 
that the customary controls by means of 
discount rates and open market operations 
pursued by Central Banks, and that includes 
the Federal Reserve System, have proven 
ineffectual in controlling the movements of 
gold. Most important is the inevitable 
conviction that there can be no effective 
stabilization in international exchanges, 
maintenance of balances and a more orderly 
distribution of gold and normal release in 
the flow of international capital and credit, 
unless and until grave political and eco- 
nomic uncertainties are dealt with in broad 
terms of international compromise and co- 
operation. Disorganization and new prob- 
lems are bound to arise so long as repara- 
tions and war debt adjustments are dictated 
by selfish political considerations. 

In this present crisis the British Govern- 
ment is entitled to the respect, the confi- 
dence and such tangible assistance as less 
harassed nations are in position to offer, 
particularly the United States and France, 
which hold approximately two-thirds of the 
world’s supply of gold. England suffers the 
consequence of attempting to maintain the 
pre-war gold standard in the face of other 
debased currencies and because of uneco- 
nomic measures, such as unemployment in- 
surance and excessive taxation, forced upon 
the nation by a labor and semi-socialistic 
government. 

The stoical and philosophical way in 
which the English people have thus far ac- 
cepted the gold dictum of the new allied 
regime and the fact that vigorous steps 
have been taken toward a balanced budget, 
speaks reassuringly for resumption of the 
gold standard and the ultimate recovery of 
sterling to its important place in interna- 
tional credit and finance. It would be un- 
worthy of banking and financial interests 


in the United States and France to take 
selfish advantage of England’s temporary 
abdication. 

The most heartening thing that has so 
far come out of the British gold action is 
the stronger demand for international con- 
ference on currencies and for greater sta- 
bility in the employment of gold, which 
should enlist not only the Central Banks 
and the Federal Reserve, but also have the 
backing of respective governments. It is 
conceivable that the authorities at Wash- 
ington and in the management of Federal 
Reserve Banks are impressed with a much 
more solemn sense of responsibility and the 
need for more courageous policy in ap- 
proaching international credit and financial 
problems which exert a powerful influence 
in prolonging business depression at home. 
While it is unfair to accuse the United 
States of deliberate hoarding or “sterili- 
zation” of gold which keeps gold idle and 
prevents it from normal employment, there 
is nevertheless an obligation to arrive at 
settlements and cooperate in policies which 
will safely enable us to revitalize our vast 
supply of impounded gold and stagnant 
capital through international channels. 

President Hoover departed from obsolete 
policies of “political isolation’ when he called 
for the war-debt moratorium. He has taken 
an advanced position for world peace and 
reduction of armaments. A great oppor- 
tunity presents to fortify our moral suasion 
in foreign political affairs by measuring up 
to new leadership in international economic 
and financial matters. No nation is better 
equipped. Considerations of self-preserva- 
tion demand it, because no country would 
suffer more than the United States, as the 
leading creditor power and the bulwark of 
the gold standard, through any default 
which would imperil the gold standard. 
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HE provision of the Revenue Act of 
iT 1926 providing that all transfers of 
' property made within two years of 
death, in excess of $5,000 to any one person, 
and without full and adequate considera- 
tion, shall be included in the gross estate 
of decedents for Federal Estate Tax pur- 
poses, again has been held to be unconstitu- 
tional by the Federal District Court of Dela- 
ware in the estate of William Du Pont. 
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“LAWYER-TRUST COMPANY 
ISSUE” TO THE FORE 


RIENDLY cooperation between law- 
yers and trust companies, instead of 

recrimination and attempts at hos- 
tile legislation, is advocated in the report 
presented at the recent annual convention 
of the American Bar Association by the 
special Committee on Unauthorized Prac- 
tice of the Law. This Committee was au- 
thorized at the American Bar Association 
convention last year to make an investiga- 
tion of the practice of law by corporations 
and lay individuals and to consider what 
action should be taken. The report of the 
committee was accepted and a recommenda- 
tion was adopted at the recent meeting for 
a standing Committee on Unauthorized 
Practice and in the meantime continuing 
the work of the special committee. 

The report of the lawyers’ committee not 
only leaves the door open to resolve all 
differences by peaceful effort, but also 
proffers assistance to enable corporate fidu- 
ciaries to formulate uniform and mutually 
acceptable rules of ethics applicable to the 
establishment and conduct of the fiduciary 
relation. While demanding undivided al- 
legiance between lawyer and client and 
adhering to rigid definition of what consti- 
tutes unlawful practice of the law, there is 
in this report an unmistakable accent of 
moderation and an avowed fairness in seek- 
ing for a proper settlement of the contro- 
versy that has raged with more or less bitter- 
ness in different states and sections of the 
country. 

The Trust Company Division of the 
American Bankers Association will shortly 
hold its annual meeting in Atlantic City, 
and it is on the cards that the subject of 
relations with the bar will hold the center 
of the stage. The Division’s Committee on 
Cooperation has been in consultation with 
the special committee of the Bar Associa- 
tion. What action may be proposed is con- 
jectural because there are some wide dif- 
ferences between the trust companies as 
there are also differences between lawyers. 
A big majority of the corporate fiduciaries 
are committed to the principle of coopera- 
tion. This is affirmed by the adoption and 
observance of codes of ethics in different 
cities after consultation and approval of bar 
association committees. One difficulty is 


that these codes are not uniform. Another 
is the unreasonable attitude of certain vocal 
elements in bar associations which project 
legislation that is not only designed to seri- 
ously cripple the performance of trust serv- 
ice, but trying also to prevent trust com- 
panies and banks from advertising or so- 
liciting fiduciary appointments. Of the 
avalanche of so-called “anti-trust company 
bills” introduced during the last state legis- 
lative season, only two were enacted, namely 
in Minnesota and Georgia, and these were 
rather tame as compared with measures 
proposed in other states and should not 
materially affect the continued activities of 
trust departments in these states. 


As indicated before in these columns, the 
whole question of lawyer-trust company re- 
lationship is one that can only be properly 
and effectively solved by candor on both 
sides and by unselfish regard for public in- 
terest at stake. Trust companies which 
have observed the rules of the game should 
be firm to resist any unfair effort to enfeeble 
the usefulness or development of trust 
service. They should not yield rights to 
which they are entitled. They should en- 
force, through their associations, such codes 
as will deprive lawyers of any reasonable 
ground for offense or criticism. The more 
responsible elements in the legal profession 
should be equally vigilant to condemn at- 
tacks which are obviously prompted by 
sordid motives rather than regard for pro- 
fessional standards. The report presented 
at the last meeting of the American Bar 
Association takes cognizance of such unfair 
and retaliatory legislation attempted by 
certain groups of lawyers. It also sets forth 
that unauthorized practices would largely 
cease if it were not for the participation 
therein of members of the Bar. 


In this issue of Trust Compantes there 
appears a vigorous defense of the proper 
functions and practices of corporate fiduci- 
aries made by Merrel P. Callaway of the 
Guaranty Trust Company of New York 
before the Committee on Unauthorized 
Practice of the Law at a recent meeting of 
the American Bar Association, and which 
is understood to reflect the attitude on the 
subject which prevails among trust com- 
panies and banks in New York City as 
members of the local Corporate Fiduciary 
Association. 
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CONSTRUCTIVE COMMUNITY 
BANKING SERVICE 


HE recent concerted action of twenty 

of the leading banks and trust com- 
panies of New York in making avail- 

able a fund of $20,000,000 for the payment 
up to 50 per cent to the 70,000 depositors 
of seven banks which recently were closed 
in this city, represents the type of construc- 
tive and practical policy which might well 
be emulated by bankers in other cities or 
communities which have experienced the 
distress caused by bank failures or suspen- 
sions. This undertaking by leading bankers 
and trust company officials of New York 
cannot be too highly commended as the 
most direct and effective way not only to 
relieve the personal and business sufferings 
occasioned by bank failures, but also to re- 
store confidence in both the business and 
banking communities. The technique and 


procedure adopted in New York are such 
as may be readily employed by strong banks 
and trust companies in every city or town 
where weaker or smaller institutions have 
succumbed to the pressure of current busi- 
ness depression, lack of public confidence 


and impairment of asset values. 

Experience has shown that much better 
results can be obtained by voluntary action 
on the part of stronger banks in providing 
immediate credits for depositors and con- 
tinuing banking facilities rather than sub- 
jecting closed banks to the more costly and 
burdensome alternative of enforced liqui- 
dation. By virtue of the 50 per cent deposit 
credits available to the 70,000 depositors of 
closed banks in New York, the assets of 
which are to be transferred from the state 
banking department to the Manufacturers 
Trust Company as liquidating agency, the 
immediate needs of many who are in want 
are taken care of. What is of equal im- 
portance is that many small business men 
whose accounts were tied up in the closed 
banks, are enabled to continue their activi- 
ties instead of becoming wards of bank- 
ruptcy proceedings. 

The moral effect of granting such immedi- 
ate relief, especially in a great city like New 
York, with its mixed population and social 
restiveness, is incalculable. The assurance 
that the important banking and trust com- 
pany interests of New York have not only 
the public spirit but also ample means to 


support the banking structure, must help 
to restore a degree of faith that cannot fail 
to bring about an early change in the gen- 
eral pendulum of business in the right direc- 
tion. To the banking institutions associated 
in this New York group and particularly to 
George L. Harrison, governor of the Federal 
Reserve Bank of New York, Mortimer N. 
Buckner, chairman of the New York Clear- 
ing House Committee, and Joseph A. Brod- 
erick, the Superintendent of Banks, the 
credit is due for having set an example which 
should have nation-wide repercussions. It 
furnishes proof of the fundamental sound- 
ness of the American banking structure and 
of the profound sense of responsibility which 
animates our banking leadership. 
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“JERSEY JUSTICE’? APPLIED TO 
TRUST INVESTMENTS 


HE remarkable talent for hindsight 
revealed by certain surrogate judges 

in New York in interpreting the exer- 
cise of discretion by trust companies in the 
retention or disposal of securities held in 
trust estates, finds reflection in another 
notable recent decision by the Prerogative 
Court of New Jersey. This is a case where 
the trust company is punished by reducing 
its commission because the trust company 
failed to dispose of stock which came into 
its hands as executor just before the stock 
market collapsed in the fall of 1929. It is 
discussed at length elsewhere in this issue 
of Trust COMPANIES. 

One of the remarkable features of the case, 
which arose on the final accounting in an 
executorship where the securities were to be 
turned over by the executors to themselves 
as trustees, was that there was no expressed 
dissatisfaction on the part of the benefi- 
ciaries and no attempt on their part to have 
the executors surcharged. The will specif- 
cally authorized retention of the securities 
involved and this fact, the court declared, 
was the only reason a surcharge was not 
made. 

In reaching its unusual and, in our 
opinion, grossly unfair conclusion, the court 
declared that in August, 1929, the “general 
public’ knew that a crash was almost sure 
to occur. Strange, indeed, then, that those 
who know before the “general public” 
usually knows, did not go short of the mar- 
ket many months previous. 
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AMERICA AS THE WORLD’S 
BANKER 


HE wealth and financial resourceful- 
ness of the United States are im- 

pressively indicated in a survey of 
investments in foreign securities and obli- 
gations recently completed and published 
by the Department of Commerce at Wash- 
ington. This survey shows that in the last 
eighteen years and to the close of 1930 this 
country has increased its holdings abroad 
by $13,268,000,000, or at an average rate 
of $737,000,000 a year, exclusive of the war 
debts to the United States Treasury and 
short term investments abroad. Including 
the war debts outstanding on November 15, 
1930, and amounting to $11,640,000,000, 
there is an imposing aggregate of close to 
25 billions of dollars of foreign obligations 
held for investment account and by the 
Treasury. 

It is safe to say that the history of inter- 
national finance reveals no parallel for such 
a speedy conversion of a single nation from 
a debtor to a world creditor position. Not 
only the piling up of war indebtedness by 
European nations, but also a large part of 
the more than thirteen billion foreign in- 
vestment holdings in this country, may be 
directly attributed to the exigencies and 
dislocations caused by the war. Many of 
the European countries that were borrowers 
immediately after the war are normally 
capital lending countries, but they were 
forced to seek the temporary assistance of 
outside capital only because of the destruc- 
tion of capital during the war and the 
extraordinary drain upon their budgets of 
war debt service and reconstruction costs. 

It is interesting to know that Canada 
leads by a considerable margin all other 
individual countries in the amount of Amer- 
ican capital investments, followed by Ger- 
many, Cuba and Argentina. The Depart- 
ment of Commerce places the aggregate of 
American foreign investments between $14,- 
900,000,000 to $15,400,000,000, making al- 
lowance in this range for international 
security movements. Direct and portfolio 
investments extended to Canada amounted 
at the close of 1930 to $3,841,000,000; to 
Europe $4,929,000,000; Mexico and Central 
America $968,000,000; South America $3,- 
041,000,000; West Indies $1,233,000,000; 
Africa $117,000,000; Asia $1,022,949,000, 
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and Oceania $419,294,000. Germany was 
the largest recipient of long term capital 
of any of the European countries, prac- 
tically all of it dating from October, 1924, 
when the American share of the Dawes 
Loan Plan was offered in this country. 
Great Britain follows with total invest- 
ment extensions of $640,000,000, and France 
follows with $471,000,000, and Italy next 
with $401,140,000. 

American long term investments of ap- 
proximately $5,350,000,000 to all Latin- 
American countries, emphasizes the extent 
to which capital from the United States 
has flowed into that part of this continent. 
It is also noteworthy than when investments 
have been made in Latin-American coun- 
tries, especially in corporate undertakings, 
that a direct and dominant management 
interest has been a prerequisite in practi- 
cally every case. On the theory that trade 
follows in the trail of capital investments, 
the prospect for the United States to main- 
tain a dominant hold on Latin-American 
markets is a most promising one. 

While American foreign investments have 
increased at a prodigious rate, it is inter- 
esting to observe that repatriation of foreign 
securities is in active progress. Sinking 
fund and redemption payments during nine 
years have amounted to $2,026,000,000. 
By these methods American investments 
in foreign securities have been reduced 
$3,300,000,000 during the 18 years since the 
United States became a world lender. 
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WILL IN VERSE 


E are indebted to Joseph W. White, 
trust officer of the Mercantile Com- 
merce Bank and Trust Company of 
St. Louis, for copy of the will of the late 
David Laughlin, an assistant auditor for 
the Missouri Pacific Railroad, recently 
filed for probate, which consists of five lines 
of verse. This unusual document reads as 
follows: 
“All my earthly goods I have in store, 
To my dear wife I leave forever more- 
I freely give, no limit do I fix. 
This is my will and she my executrix 
To serve without bond.” 
The will was duly executed and is re- 
garded fully as binding as a more conven- 
tional will. 
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POPE PIUS ON RIGHTS OF PROP- 
ERTY AND INHERITANCE 


baa) WELLING upon the rights of prop- 
D perty and inheritance in his recent 

encyclical letter entitled “After Forty 
Years,’ His Holiness Pope Pius XI, con- 
veys an admonition which has a timely 
application to the rising burden of taxation 
on property and the right to govern dis- 
tribution of property after death. Pope 
Pius says: 

“History proves that the right of owner- 
ship, like other elements of social life, is 
not absolutely rigid, and this doctrine we 
ourselves have given utterance to on a 
previous occasion in the following terms: 

‘How varied are the forms which the right 
of property has‘assumed. First the primitive 
form in use among rude and savage peoples, 
which still exists in certain localities even 
in our own da-’; then that of the patriarchal 
age; later came various tyrannical types 
(we use the word in its classical meaning); 
finally the feudal and monarchic systems 
down to the varieties of more recent times. 
It is plain, however, that the State may not 
discharge this duty in an arbitrary manner. 
Man’s natural right of possession and trans- 
mitting property by inheritance must re- 
main intact and cannot be taken away by 
the State; for man the domestic household 
is antecedent, as well in idea as in fact, to 
the gathering of men into a community.’ 

“Hence the prudent Pontiff had already 
declared it unlawful for the State to exhaust 
the means of individuals by crushing taxes 
and tributes. ‘The right to possess private 
property is derived from nature, not from 
man, and the State has by no means the 
right to abolish it but only to control its 
use and bring it into harmony with the 
interests of the public good.’ However, 
when the civil authority adjusts ownership 
to meet the needs of the public good, it acts 
not as any enemy, but as the friend of pri- 
vate owners, for thus it effectively prevents 
the possession of private property, intended 
by Nature’s Author in His wisdom for the 
sustaining of human life from creating in- 
tolerable burdens and so rushing to its 
own destruction. It does not therefore, 
abolish but protects private ownership and, 
far from weakening the right of private 
property, it gives it new strength. 
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“At the same time a man’s superfluous 
income is not left entirely to his own dis- 
cretion. We speak of that portion of his 
income which he does not need in order to 
live as becomes his station. On the con- 
trary, the grave obligations of charity, bene- 
ficence and liberality which rest upon the 
wealthy are constantly insisted upon in 
telling words by Holy Scripture and the 
Fathers of the Church. However, the in- 
vestment of superfluous income in searching 
favorable opportunities for employment, 
provided the labor employed produces re- 
sults which are really useful, is to be con- 
sidered, according to the teaching of the 
Angelic Doctor, an act of real liberality, 
particularly appropriate to the needs of 
our time.” 

oo & 
RETAINING NON-LEGAL INVEST- 
MENTS 


HERE trustees retain non-legal in- 
W| vestments under ambiguous authority 
to do so, they will be surcharged for 
resulting losses. This is the recent ruling 
of the Supreme Court of Georgia in Citizens 
and Southern National Bank vs. Clark. 

Under the laws of Georgia, trustees can 
only invest trust funds in securities of that 
state, in county and municipal bonds, which 
have been validated, and in farm loan bonds 
issued by the Federal Land Banks or joint 
stock land banks, and any other invest- 
ments of trust funds must be made under 
an order of the judge of the superior court, 
or else at the risk of the trustees. The power 
of trustees to retain investments made by 
and received from the creator of the trust 
is, in the absence of a contrary statute or 
provision in the instrument creating the 
trust, not different from their power to 
make investments. 

The testator empowered the trustees 
under his will to sell or mortgage the trust 
property without the order of sanction of 
any court. The trustees retained certain 
non-legal investments of the testator which 
later became worthless. The trustees were 
not empowered to retain the testator’s in- 
vestments either by the terms of the will 
or by a judge. The court held that since 
the securities retained were non-legals, and 
the consent of the court had not been ob- 
tained, the retention was at the trustees’ 
own risk, 
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TAX DECISION AFFECTING EX- 
CHANGE OF BANK STOCK 


F prime interest to banks and trust 
companies which have participated 

in or contemplate mergers, is a recent 
decision of the Circuit Court of Appeals of 
the Eight Circuit in the case of United 
States vs. Siegel, which holds, in substance, 
that an exchange of stock in connection 
with the merger or consolidation of certain 
banks and trust companies, gives rise to 
realizable taxable income. Should the con- 
clusion of the court be upheld it will have 
a far-reaching effect upon holders of shares 
of merged banks, and industrial mergers. 

In this case, Alfred J. Siegal was the 
owner of 255 shares of the Third National 
Bank of St. Louis in 1919. During that 
year this institution merged two other 
national banks involving increase of its own 
capital stock and that of one of the ab- 
sorbed institutions. The new institution 
became the First National Bank in St. Louis. 
By virtue of the merger operation, Alfred 
J. Siegal received 340 shares in the new 
institution in lieu of his 255 shares in the 
old Third National Bank. He did not 
report any gain or loss accruing to him by 
virtue of this transaction, but the Commis- 
sioner of Internal Revenue determined his 
gain therefrom to be the sum of $8,500, 
being the difference between the aggregate 
par value of his 255 shares in the Third 
National Bank, surrendered by him, and 
the aggregate par value of his 340 shares 
in the new First National Bank. This ac- 
tion was brought to recover a deficiency 
tax assessed on the basis of facts. 

It was contended on behalf of the tax- 
payer that his interest after the consolida- 
tion or merger was precisely the same inter- 
est held by him in the Third National Bank 
before the consolidation, and hence, there 
was no taxable gain arising from the trans- 
action; that the excess in the par value of 
the stock received by the taxpayer over the 
par value of the stock exchanged was in 
the nature of a stock dividend. The Gov- 
ernment, on the other hand, contended that 
the new shares represented interests funda- 
mentally different and that the  trans- 
action gave rise to taxable income. 

The court held that while the new insti- 
tution continued under the charter of the 
old Third National Bank, it was a sub- 
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stantially and fundamentally different in- 
stitution after the merger than it had been 
theretofore. The consolidating banks other 
than the Third National Bank were left 
without property and without liabilities, 
both the property and liabilities of these 
institutions having passed to the consoli- 
dated bank. Hence, the assets and liabili- 
ties of the First National Bank in St. Louis 
were vastly different from those of the 
Third National Bank. Its stockholders 
were a different body, and the taxpayer held 
a different proportional interest in the con- 
solidated bank than he had held in the 
Third National. The liabilities of the stock- 
holders were different; the volume of the 
business was different; the customers were 
different. This difference, declared the 
court, was such as results from a stock divi- 
dend where a stock dividend issues, the 
enterprise remains the same. The interest 
of the stockholders remain the same, 

The court held further that the gain here 
sought to be taxed was represented by 
shares with essentially different character- 
istics in an essentially different corporation, 
and hence, the added value, although still 
held by the taxpayer is taxable income. 


WALTER S. GIFFORD 


President of the American Telegraph and Telephone Com- 
pany, who has been_appointed Chairman of President 
Hoover’s Emergency Committee for Unemployment Relief 
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A CHALLENGE TO BANK AND 
TRUST COMPANY MANAGEMENT 


| HE proceedings of the sixteenth an- 
(1 | nual convention of the Financial Ad- 
vertisers Association, held in Boston, 
are now a matter of record. The delegates 
have returned to their homes and their in- 
dividual tasks. But something dynamic, 
vibrant and infectious was set in motion 
at this convention. It is suggestive of the 
lighting of beacons on strategic financial 
heights throughout the land. It might 
readily result in the kindling of creative 
and potential forces that have remained 
latent too long and that are sorely needed 
to dispel the gloom and paralysis that ac- 
count for prolonged business depression. 
Banking and finance have been subjected 
to a liberal share of public criticism for the 
cumulative factors that have brought about 
the present troublous conditions. Much 
of it is utterly unwarranted and born of 
inflamed fears or imaginations. Some of it 
is unquestionably justified. Without at- 
tempting any dissertation upon the extent 
of their responsibility, one important fact 
remains unchallenged. The leaders and re- 
sponsible bankérs, trust company officials 
and financiers of this country have failed 
to unite in wielding the legitimate agencies 
at their command to defend themselves 
against errant public sentiment and cal- 
umny. They have failed to marshall their 
powerful influence and enlist the over- 
whelming burden of proof in convincing the 
people that the foundations of our financial, 
banking and credit structures are secure. 
It is astonishing that those who direct 
the nation’s financial and banking resources 
have not been alert, especially at a time like 
the present, to the stimulating and creative 
influence which they are in superior position 
to exercise through their respective institu- 
tions and communities in order to vitalize 
public as well as business sentiment. The 
manner in which such salutary forces may 
be put in action was clearly indicated at 
the Financial Advertisers convention, name- 
ly, to give accent to faith, courage and facts 
by the written as well as the spoken word. 
Every community in the land, large or 
small, looks to its banks, trust companies 
and established financial institutions not 
only for the sinews that keep business and 
industry in motion, but also for guidance. 
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Have the banking and financial institutions 
acquitted themselves in due measure of 
such responsibilities and opportunities? 
They have not, except for isolated voices. 

“Creative Forces in Finance and Bank- 
ing” was not merely the keynote but the 
objective toward which the bank, trust 
company and financial advertising men as- 
sembled at Boston, addressed themselves. 
True, these spirited young men may not 
have the authority and the responsibility 
which, for example, are attributed to a con- 
vention of the American Bankers Associa- 
tion. But as the spokesmen, the liaison men 
between management and the public, they 
provide the channels through which Amer- 
ican banking and finance can move forward 
to their rightful place, 

The “one best bet”’ for progressive bank 
and trust company management today is to 
lift publicity and community functions toa 
more deserving plane, concentrate on vig- 
orous, confidence-breeding institutional and 
good will advertising. Most important, 
under existing conditions, is not to enfeeble 
or stifle the work of publicity and new busi- 
ness departments, but to liberalize budgets. 
It pays not only by direct and enduring 
returns, but in restoring people to their 
sound senses and invigorating enterprise in 
which all banks have a very common in- 
terest. The earnest and capable young men 
who caught the stirring keynote message 
at the Boston convention, have returned 
to their desks with the one great “cue” or 
“lead” which every bank and trust company 
management needs. Will the “higher-ups,”’ 
who control policies and purse strings give 
them the needed backing? Let’s see. 
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In an address before the recent annual 
meeting of the Savings Bank Association 
of the State of New York, S. T. Bledsoe, 
chairman of the executive committee and 
general counsel of the Atchison, Topeka 
and Santa Fe Railway Company, stated 
that on the basis of probable 1931 earnings 
the bonds of twenty railroad companies 
with an aggregate par value of $5,748,000,- 
000 will cease to be legal investments under 
the laws of New York governing legal in- 
vestments of savings banks and trustees, 
requiring earnings available for fixed charges 
equal to one and one-half times such fixed 
charges in at least five of the six years 
next preceding such investment. 
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TRUSTEES ARE NOT REQUIRED TO SACRIFICE 
SECURITIES WHICH HAVE LOST LEGAL STATUS 


COURTS HOLD TO EXERCISE OF GOOD FAITH AND SOUND 
BUSINESS JUDGMENT 


EDWARD J. REILLY 
Trust Counsel, Moody’s Investors Service, and Legal Editor of Trust Companies Magazine 


(Epiror’s NOTE: 


There is no problem which today occasions trust officers greater 


concern than the question of liability which attends the retention or dwmping of trust 
investments which are threatened with or have lost their legal status, where the trust 
instrument or the law instructs investment in legal securities. The situation is aggravated 
by the impending possibility of disqualification of a large volume of railroad inwestments 
and the increasing number of municipal and other securities which are being dropped 


from the legal list. 


While there is am absence of definite judicial or legislative guidance, 


the following survey of the most important relative cases affords assurance that trustees 
will be sustained in exercising sound business judgment and prudence rather than sacri- 
ficing values or prospects in the face of declining markets.) 


HE current contraction of earnings of 

many of the outstanding railroads of 

the country foreshadows the removal 
of the bonds of at least a majority of those 
now qualified from the list of securities in 
which savings banks and trust funds may be 
invested in New York. In other jurisdictions 
which have similar statutes a comparable 
state of affairs exists, causing deep concern 
to those charged with the management of the 
property of others. This apprehension has 
been reflected in a softening of market price 
for the issues most likely to face removal, 
expressing in part at least the conclusion of 
bankers and fiduciaries that probably the 
best time to dispose of these securities is be- 
fore their market has been curtailed and, 
more pointedly, before a possible liability 
accrues through a loss occurring after such 
investments are no longer legal. 
savings banker the situation is 
comparatively clear. The statutes usually 
prescribe that the Superintendent or Com- 
missioner supervising these institutions shall 
have discretionary authority to require the 
sale of bonds which have ceased to be author- 
ized securities and there are established prec- 
edents which indicate a policy of requiring 
orderly sale within a reasonable period so 
us not unduly to depress the market and 
permit of the greatest possible realization. 


For the 


Problem Facing Trustees 
For the trustee confined to legal securities 
either by the trust instrument or statutory 
limitations on his investment authority, how- 


ever, the situation is considerably obscured. 
Unfortunately the statutes do not prescribe 
a course of procedure which may be available 
to him. Neither do the decisions point clear- 
ly to a course of duty which will absolve 
him from liability to surcharge. 


Some trustees have been disposed to con- 
clude that the only course available to them 
is to dump such issues as soon as the protec- 
tive mantle of the statute has been removed. 
The statute stipulates the classes of securi- 
ties they may hold, they argue, and when 
their holdings no longer coincide with the 
specifications, they are retaining investments 
which are no more legal than a_ wild-cat 
mining stock. Consequently, it is contended 
they are as likely to have a surcharge visited 
upon them should a loss ensue as though 
they had retained any other security that 
they had no authority to retain. 


Legislative and Judicial Aspects 
An examination of the purposes of the leg- 


islation and decisions which have charted 
trustees duties and liabilities in somewhat 
analogous situations would seem to be help- 
ful in resolving the question. 

It would seem that particularly in New 
York and other jurisdictions having savings 
bank and trust investment statutes of a simi- 
lar pattern, the situation of the trustee should 
be somewhat more favored than that of the 
savings bank. One of the important consider- 
ations which a savings banker must always 
have in mind is the liquidity of his bond 
portfolio. Since his investments in the main 
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are made in real estate mortgages running 
for a definite period of time, he must main- 
tain his bond investments in a healthy, liquid 
condition, eliminating the weaker and less 
desirable issues so that a forced sale in the 
event of a trying run on the bank would not 
result in ruinous losses. It is proper, for 
this reason, that the law prescribing his in- 
vestment powers should limit him to issues of 
high quality and ready marketability. That 
is one reason why the New York banking law 
was changed in 1929 to make the test of 
eligibility for railroad bonds one of earnings 
rather than security. 

And since Section 21 of the Personal Prop- 
erty Law and Section 111 of the Decedents 
Estate Law declare that whatever is legal 
for the savings bank is legal for the invest- 
ment of trust funds, the relatively unimpor- 
tant factor of quantum of earnings of ALL 
fixed charges must overshadow the element 
of unquestioned security with obvious ability 
to discharge service obligations on senior is- 
sues, and an otherwise splendid investment 
for trust funds is cast beyond the pale, no 
longer authorized. 

To illustrate—on the basis of information 
available at the moment, unless there is a 
materially greater improvement in earnings 
during the balance of the year than is ap- 
parent at this time, or unless outside sources 
of income contribute heavily to the net 
amount available for fixed charges, it is 
quite likely that the bonds of the New York 
Central Railroad Company will face removal 
from the legal list. A trustee now holding 
a block of New York Central & Hudson River 
Railroad 3%s of 1997 would thus find him- 
self in possession of a security no longer legal 
for him to hold. And yet this issue is of un- 
questioned investment quality and will prob- 
ably continue to be. A first lien on more than 
1450 miles of track including the main line 
from the west side terminus in Manhattan to 
Buffalo, N. Y., with only $14,287,000 in liens 
ahead of it and outstanding at the rate of 
only $53,470 per mile over on area of great 
traffic density, there is no question of the 
safety of the investment and purely a myth- 
ical possibility of the road being unable to 
pay the interest on the obligation, which, to- 
gether with interest requirements on under- 
lying issues amounts to but $3,832,480 an- 
nually. 


Absence of Definite Judicial Guidance 

Yet the provision the Banking Law de- 
signed to insure the liquidity of bond in- 
vestments of savings banks, according to 
those who contend that trustees must im- 
mediately sell securities when removed from 
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the legal list, becomes the test to determine 
the authority of a trustee to hold an issue 
unquestionably safe and assuring continued 
payment of interest indefinitely. The duties 
of the trustee differ from the obligation of 
the savings banker in this instance. And 
since the duty and obligation differ, the re- 
sponsibility must differ also. Since the sav- 
ings banker is given a reasonable time to 
dispose of holdings no longer legal, it would 
be unconscionable to surcharge a trustee for 
any loss which might ensue on account of 
his not having made an immediate sale of a 
similar issue which continued to meet all 
requirements of safe investment and assured 
income return. 

Connecticut, New York, New Jersey, New 
Hampshire, Ohio, Wisconsin, Minnesota and 
Washington are the principal jurisdictions 
which stipulate securities for trust invest- 
ment which bear the possibility of having 
their legal status affected by conditions simi- 
lar to those which confront New York trust 
investments today. In no one of these states 
does there appear to have been a decision 
of the highest courts qualifying the degree 
of responsibility incurred by fiduciaries in 
retaining securities no longer conditioned as 
legal for trust investment. 


Some Judicial Straws to Govern Conduct 

There is a dictum in a Connecticut case 
which should provide some comfort for the 
trustees in that jurisdiction. In Clark vs. 
Beers, 61 Conn. 87-1891, the court declared 
that it did not construe the statute as de- 
priving trustees of all discretion as to in- 
vestments. If investment is made in secur- 
ities expressly allowed by the statute, fiduci- 
aries will, except under very extraordinary 
circumstances be protected, no matter how 
the investment may result. Acting within 
the express provisions of the statute would 
be, of itself, proof of good faith and sound 
judgment. 

For analysis of the position occupied by 
trustees in the other jurisdictions we must 
revert to established principles of fiduciary 
conduct, define the general responsibility in- 
curred in administering trust funds and then, 
granting that the position of the trustee who 
finds himself holding securities no longer 
qualified as legal is analogous to that of the 
fiduciary who comes into possession of se- 
curities which are not legal and which he has 
no granted authority to retain, determine 
what rules of conduct have been established 
by the courts in such cases and draw appro- 
priate conclusions. 

The basic rule of conduct on the part of 
trustees in New York was enunciated in the 
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ease of King vs. Talbot, 40 N. Y. 76-1869. 
Here the highest court of the state held that 
a trustee is bound to employ such diligence 
and such prudence in the care and manage- 
ment of the trust estate as prudent men of 
discretion and intelligence in such matters 
generally employ in their own affairs. This 
necessarily excludes all speculation, all in- 
vestments for an uncertain and doubtful rise 
in the market, and of course, everything that 
does not take into view the nature and ob- 
ject of the trust, and the consequences of 
a mistake in the selection of the investment 
to be made. The preservation of the fund 
and the procurement of a just income there- 
from are primary objects of the creation of 
the trust itself and are to be primarily re- 
garded, 


Exercise of Prudence and Good Faith 


Beyond a consideration of the initial duty 
of preservation of the fund and securing an 
adequate income, there are two additional 
factors which must be borne in mind. First, 
in determining whether the acts of a trustee 
have been prudent it is necessary to look 
at the facts as they existed at the time of 
their occurrence unaided or enlightened by 
those which subsequently take place. As the 
court pointed out in Costello vs. Costello, 209 
N. Y. 252, “a wisdom developed after an 
event and having it and its consequences as 
a source, is a standard no man should be 
judged by.” <A trustee will not be held want- 
ing in sound discretion simply because his 
judgment turned out wrong. (Purdy vs. 
Lyneh, 145 N. Y. 462; Green vs. Crapo, 181 
Mass. 55.) Secondly, it is necessary to dis- 
tinguish between the acts of trustees in mak- 
ing investments and their acts in making, or 
failing to make, prompt disposition of securi- 
ties received at the inception of the trust or 
subsequently losing the qualification of being 
legal for trust investment. 

A glance at a few of the outstanding cases 
would seem to be helpful. 

In Costello vs. Costello, the surviving part- 
ners of a business sold the decedent’s one- 
eighth interest on favorable terms to one of 
the heirs of the estate. There was some evi- 
dence that the interest disposed of might 
have been worth more than the price realized 
and a further contention that no sale should 
have been made except for cash as the trus- 
tees had no authority to hold any investment 
Which was not legal for trust funds. In sup- 
porting the conduct of the trustees, the court 
said, in part: 

“The statutory provision and the rules of 
equity characterizing the securities in which 
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trust funds may be invested were adopted in 
the light of experience and we do not intend 
to weaken them or increase their elasticity. 
They are not, however, absolutely exclusive, 
arbitrary and inflexible and must yield to the 
rule of necessity or safety. A more funda- 
mental and broader principle superseding in 
emergencies or justifying conditions, the spe- 
cial rule is that trustees are bound in the 
management of all the matters of the trust 
to act in good faith and employ such vigi- 
lance, sagacity, diligence and prudence as in 
general prudent men of discretion and intelli- 
gence in like matters employ in their own 
affairs. The law does not hold a trustee, act- 
ing in accordance with such a rule, respon- 
sible for errors in judgment.” 


Court Upholds Exercise of Discretion 


In the Matter of Mercantile Trust Com- 
pany, 156 App. Div. 224-1913, the testator 
died on April 14, 1907. The principal asset 
of his estate was 5,200 shares of Anaconda 
Copper Mining Company held in a margin 
account with a prominent brokerage house. 
The brokers had advanced $250,000 against 
the holding, which was worth $312,000 on 
the date of death. The will named the Mer- 
cantile Trust Company as executor and the 
brokerage house called on the trust company 
to guarantee the account. This was refused 
inasmuch as letters testamentary had not yet 
been issued and could not be until citations 
had been returned from abroad. On May 15, 
1907, the trust company was appointed tem- 
porary administrator and the Surrogate is- 
sued an order to it directing the sale of the 
issue, then worth $325,000, at public auction. 


The trust company, knowing that earlier 
in the year the stock had sold as high as 75, 
had slumped in March and rallied somewhat 
in May to the then price of 6214, gave scale 
selling orders to the brokers with instructions 
to apply all proceeds against the outstanding 


loan. Between May 20 and July 9 2,500 
shares were sold, the price range during May 
being from 60% to 625, during June from 
56% to 57% and for July from 60% to 61%. 
August witnessed substantial unsettlement in 
security market prices and from the 14th to 
20th 2,200 shares were sold at from 44% to 
46. With October came the collapse of: the 
Knickerbocker Trust Company and thé Panic 
of 1907. Anaconda broke to about 25, subse- 
quently rallying to 50. No additional shares 
were sold until 1909 when the remaining 500 
were disposed of at from 50% to 50%. 

On the accounting an attempt was ‘made to 
surcharge the trust company for not having 
disposed of all of the holdings, not legal for 
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trust investment, immediately upon the issu- 
ance of the Surrogate’s order. The following 
language of the court in overriding the at- 
tempt would seem also to apply to an analo- 
gous situation where a trustee might find 
himself holding an issue no longer legal but 
greatly depressed in market price because of 
selling on the part of other trustees and obvi- 
ously, because of the artificial situation cre- 
ated, not properly reflecting its true invest- 
ment quality at the moment: 

“We think the trust company which had 
been appointed executor for the purpose of 
exercising its discretion, exercised the dili- 
gence and prudence of prudent and intelili- 
gent men in the management of their own 
affairs, Hither such discretion was vested in 
in or it was required, as claimed by counsel 
for testator’s son, to sell all the stock upon 
the day it received authority to sell. But this 
is not the rule. .As said in the Weston case: 
‘It is easy to see now that it would have been 
wiser to have sold, and had the executors 
known then what they and we know now, 
they would undoubtedly have done so. But 
they did not and could not know. The indi- 


cations pointed to an eventual restoration of 
value and we cannot say that it was impru- 
dent or unwise to expect and wait for it.” 


Events Over Which Trustee Has No Control 


Possibly the closest approach to a case in- 
volving a situation where a security which 
originally was legal for trust investment but 
subsequently lost this characteristic appeared 
in Crabb vs. Young, 92 N. Y. 56. Here a 
mortgage loan in the amount of $5,000 had 
been made on a piece of property which was 
estimated to be worth between $9,000 and 
$10,000. A bank had made a loan of $5,000 
on similar property in the same block. Sub- 
sequently it was necessary to foreclose the 
mortgage and the trustees were compelled 
to take the property over. Apparently at some 
point in the holding of the mortgage, the in- 
vestment which had been legal for trust 
funds lost this characteristic. If the duty 
of the trustees had been to sell or foreclose 
at that very moment, it is doubtful if the 
court would have absolved them in the fol- 
lowing language: 

“Upon this evidence we cannot see any 
ground for imputing a want of prudence to 
the defendants in making the loan in ques- 
tion, much less bad faith in the management 
of the estate. If the defendants acted in 
good faith in making these loans, subsequent 
events which they could not foresee and over 
which they had no control, operating to de- 
preciate the value of these securities, would 
not render them liable to make good such 
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loss to the estate. Such a rule would require 
a trustee to forecast the future with infal- 
lible accuracy, and, in case of failure to do 
so, make him responsible for the conse- 
quences, even though he exercised the great- 
est caution and prudence in making invest- 
ments. Under such a rule, no prudent man 
would or could safely undertake the manage- 
ment of a trust estate, and it would be dif- 
jicult to obtain honest and reliable men to 
accept what is a very necessary but is often 
a thankless and troublesome duty.” 


Distinction Between Negligence and Error of 
Judgment 

Other outstanding cases reaching conclu- 
sions similar to those cited under comparable 
fact situations are: In re Weston, 91 N. Y. 
502; Myers vs. Zetelle, 62 Va. 733; Beam vs. 
Paterson Safe Deposit &€ Trust Company, 83 
N. Y. Eg. 628; Woods Estate, 272 Pa. St. 8; 
Detre’s Estate, 273 Pa. St. 341, and the recent 
judgment of the Court of Appeals of New 
York handed down July 15, 1931, reversing 
the judgment of Surrogate Slater of West- 
chester County in the Clark case where the 
court said in part: 

“Self-evidently the purchase of a specula- 
tive stock by a trustee is one thing; the re- 
tention of such a stock awaiting the arrival 
of a favorable opportunity to sell, is quite 
another; the former would constitute negli- 
gence, the latter, regarded prospectively, 
might be prudent, although in retrospect it 
might seem to have been a grievous error. 
Furthermore, the distinction between negli- 
gence and mere error of judgment must be 
borne in mind. Trustees acting honestly, 
with ordinary prudence and within the limits 
of their trust, are not liable for mere errors 
of judgment.” 

To summarize, it would seem that no duty 
devolves upon a trustee immediately to dis- 
pose of trust investments as soon as they are 
no longer qualified by statute; there is prob- 
ably an obligation to dispose of such holdings 
in the exercise of sound business judgment, 
but this does not mean that the courts will 
not allow ample time for appropriate action 
consistent with all of the facts of the case. 
In many of the cases referred to action of 
fiduciaries in disposing of securities they had 
no authority to retain, over a period of two 
years, has been approved even though, in 
some cases, losses ensued. 


eo? 


“They conquer who believe they can. He 
has not learned the lesson of life, who does 
not each day surmount a fear.” 

—EMERSON. 





THE CORPORATE FIDUCIARY SIDE OF THE “LAWYER- 
TRUST COMPANY PROBLEM” 


DEFENSE BEFORE THE AMERICAN BAR ASSOCIATION OF THE LEGITIMATE 
FUNCTIONS OF TRUST ADMINISTRATION 


MERREL P. CALLAWAY 
Vice-president, Guaranty Trust Company of New York 


(EpiIToR’s NoTE: Numerous attacks and attempts at drastic legislation sponsored by 
members of the legal profession throughout the country have brought about a situation 
which calls for vigorous defense of the legitimate and highly essential functions which 
inhere in fiduciary services offered by trust companies and banks. To compose such 
differences by enlightened cooperative procedure instead of controversy is the task which 
must enlist the united efforts of trust officers and those members of the bar who are 
truly mindful of their respective duties and prompted by the best standards of service 
and safety of the public. Mr. Callaway, in his address on this subject before the Com- 
mittee on Unauthorized Practice of Law, at the recent annual convention of the American 
Bar Association at Atlantic City, impressed upon his hearers that he appeared in no 
official capacity. He stated, nevertheless, that his remarks reflected the views which 
obtain generally among trust companies and banks in New York and of a great number 
of trust institutions throughout the country.) 


ERMIT me first to express my appre- in charge of the discussion, invited several of 

ciation of the honor of being invited to 

attend the meeting of this great asso- 
ciation, and to take part in the discussion of 
so important a question as that of the rela- 
tions of corporate fiduciaries and members of 
the bar. I gladly accepted this invitation, in 
the hope that I might contribute something 
to the cause of cooperation between the bar 
and corporate fiduciaries by putting before 
you, frankly, the corporate fiduciary side of 
this question as I see it, to the end that dif- 
ferences between them may be settled and 
removed, and the bar and corporate fiducia- 
ries be left in full possession of their separate 
and proper fields. 

It should be understood, of course, that I 
appear in no official capacity, but in what I 
do say, I reflect, I think, the views of the 
banks and trust companies, members of the 
Corporate Fiduciaries Association of New 
York City, and of a great many trust insti- 
tutions throughout the country, with respect 
to this situation. 


Progress of Cooperative Movement 

Cooperation between the bar and trust in- 
stitutions has made great strides in the last 
ten years, notwithstanding the opinion of 
some of the more impatient and less informed 
to the contrary. In September, 1919, this 
subject came up for discussion at the meet- 
ing of this association at Boston. My good 
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us from New York to take part. We ex- 
plained that the New York institutions did 
not practice, or desire to practice, law, or 
draw legal documents, nor have them drawn 
by their own counsel, and that it was the 
custom of most of the New York institutions 
to employ counsel for the testators or donors 
in legal matters concerning those estates or 
trusts. An official of the Trust Company Di- 
vision of the American Bankers Association 
explained the work being done by that asso- 
ciation in bringing about better understand- 
ing between the Bar snd trust institutions. 

This attitude of trust institutions came ap- 
parently as a surprise to many of those pres- 
ent. We were asked if the New York insti- 
tutions would cooperate with the bar in 
earrying on this work, and we said that we 
would. The results, from the Bar Associa- 
tion standpoint, were the appointment of a 
special committee to consider the subject, and 
the adoption of resolutions in which, among 
other things, the efforts of the Trust Com- 
pany Division of the American Bankers As- 
sociation were approved, and the offer of co- 
operation cordially welcomed. 

We, of the trust companies, decided that 
the most feasible way to cooperate with the 
bar was to organize an association of the 
banks and trust companies of New York City 
exercising trust functions, and the Corporate 
Fiduciaries Association was organized, the 
first association of its kind in the United 
States. Practically every trust institution of 
the city joined. At an early meeting, our po- 
sition was set forth in resolutions, in part as 
follows: 

“That members of this association disclaim 
any desire or purpose to draw wills or other 
legal documents for customers, or to furnish 
their own counsel for that purpose, or to give 
any legal advice, but on the contrary, that 
they expressly recommend to inquiring cli- 
ents that they shall have their wills and oth- 
er legal documents prepared by their own 
lawyers. 

“That without in any way impairing their 
discretion, the members of this association 
encourage the practice of retaining the coun- 
sel of the testator or donor as counsel for 
the executor or trustee, believing in the jus- 
tice thereof to the lawyer, as well as in its 
advantage in the administration of the trust 
estate.” 

The organization of the Corporate Fidu- 
ciaries Association of New York was followed 
by the formation of similar associations in 
other cities of the country, until now there 
are some fifty such associations besides sev- 
eral state associations. In a number of cities 
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and states, sound and friendly working rela- 
tions have been established between trust in- 
stitutions and the Bar by voluntary action 
of the fiduciary associations, or by agree- 
ments between committees of the Bar and the 
fiduciary associations. The good results be- 
ing obtained are approvingly referred to in 
the report of the Special Committee of this 
association now under discussion. Thus the 
very movement, productive of so much good, 
and capable of so much more, found its ori- 
gin in the joint discussion of these problems 
at the Boston meeting of the American Bar 
Association. 


Attempts to Cripple and Restrict Trust 
Business 

3ut within the last few months, there 
have been a number of surprising develop- 
ments, which seem to threaten much of the 
good that has been accomplished. Some of 
these developments seem to us of the trust 
institutions to go far beyond any logical 
claim of prevention of unauthorized prac- 
tice of law by corporations, or protection of 
the public. The aim would seem to be to 
vitally restrict and cripple the trust business 
of banks and trust companies; and, if such 
is not the intention, then it is the inevitable 
result of such action, if carried out. 


Let us see what is happening. Bills of the 
most drastic nature are being introduced and 
urged on State Legislatures. Speeches and 
articles by members of the Bar are being 
made and published supporting such move- 
ments. In my own state, New York, bills 
have been introduced to prohibit banks and 
trust companies from soliciting trust busi- 
ness, or even advertising for business as 
trustees, executors, or of other fiduciary 
nature. And perhaps the most drastic, seeks 
to make it a misdemeanor for any officer or 
employee of any banking corporation to 
recommend or suggest the employment of 
any particular attorney whatsoever. It may 
be said that such attempts at such drastic 
and destructive law could not come from re- 
sponsible sources, but these very principles 
are being advocated in effect by some of the 
Bar Associations, or groups within these 
Associations. 


In an attack on trust companies anid 
attorneys for trust companies, a well-known 
lawyer of New York State stated, in a re- 
cent address, aS a reason why a layman 
should always have independent counsel, 
that he should be told by the lawyer that an 
individual trustee would give the estate per- 
sonal interest and administration that no 
corporate trustee would ever give. He fur- 
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ther said the only cure for the evils, which 
he charged to the trust companies, must be 
aimed at their pocketbooks, and that reduc- 
tion in the statutory fees would help to stop 
the solicitation of trust business by trust 
companies. Thus at one fell swoop would 
he largely eliminate corporate fiduciaries 
from trust business, and place it again in the 
hands of the individual. 

And, in a notable address, another eminent 
lawyer, for whom we have great respect, al- 
though we differ with him so greatly in his 
charges and conclusions, makes a_ studied 
attack on corporate fiduciaries, and attorneys 
who represent or accept business from them. 
While conceding that most corporate fidu- 
ciaries do not attempt to practice law, and 
disclaim any desire to draw wills or other 
legal documents, or to give legal advice or 
to furnish their own counsel for that pur- 
pose, he says that that is not enough. But 
that corporate fiduciaries should not be al- 
lowed to solicit business, or to advertise be- 
yond the statement that they are empowered 
by law to administer trusts; that lawyers are 
not allowed to solicit or advertise, and that 
corporate fiduciaries should be placed under 
like rules. A high point is reached, when 
he says that in 1930 corporate fiduciaries 
were appointed under 48,812 wills, an in- 
erease of 35 per cent over 1929, and that 
1929 showed 35 per cent over 1928, and asks, 
“Ts this in the interest of the public?’ 

Upon any dispassionate consideration of 
these bills and proposed legislation, and the 
addresses to which I have referred, it must 
be seen that whatever the intent, the in- 
evitable effect, if accomplished, is to cripple 
and restrict corporate fiduciaries, and, as a 
natural consequence, to place fiduciary rep- 
resentation in the hands of the individual. 
A result, in whieh not only are the corporate 
fiduciaries vitally interested, but in which 
the right and opportunity of the public to 
do business—not law business but trust busi- 
ness—as best suits its own desires and con- 
venience is vitally affected and limited. 


Recent Action of Bar Associations of 
New York 

3ut to those of us who have endeavored 
to live up with wholehearted adherence to 
the rule of cooperation with the Bar, and 
with a strict observance of the right of the 
lawyer to handle the legal part of all trust 
business, the recent action of the Bar Asso- 
ciations of New York came as the most dis- 
couraging and disheartening thing that has 
occurred in all of this movement of coopera- 
tion and removal of misunderstandings. We 
feel that this movement has been hurt and 
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retarded by this action, but we have too 
much confidence in the fairmindedness and 
love of fair play of those fine Bar Associa- 
tions of New York not to believe that they, 
themselves, will correct, what would other- 
wise be an intolerable situation. As this 
action, however, seems to reflect the position 
of a part of the Bar, I feel that I can help 
the cause of cooperation by discussing it with 
some particularity. 

In New York, as you doubtless know, 
there is a penal statute against the practice 
of law by corporations. This law was not oc- 
casioned by, or directed against banks and 
trust companies, as is sometimes said, but 
was the outgrowth of a fight made by the 
sar Association against certain corporations, 
formed for the express purpose of practicing 
law in all of its branches. Therefore, a New 
York bank or trust company cannot practice 
law in its trust work, and could not even if 
it wanted to do so. 


But we do not want to practice law, and 
would not, if we could. We do not draw 
wills, nor have any desire to do so. We do 
not furnish our own attorneys for this pur- 
pose, nor have it done at our expense by any 
other attorney. We do not draw trust agree- 
ments, nor have it done at our expense, al- 
though many lawyers hold the opinion that 
being a party to the trust agreement and 
having the duty of administering it as agreed 
upon, that we do have the right to draw 
trust agreements, or have them drawn. It 
is not only our practice, but our desire, to 
have wills and trust agreements drawn by 
the testator’s or grantor’s own attorney, or 
one of his own selection, and we so insist. 
The responsibility of administering these es- 
tates and trusts under modern conditions is 
great enough, without assuming the respon- 
sibility for the drafting of the instrument, 
regardless of any legal right to do so. Only 
in those instances where the customer has 
no attorney, or declines to use his attorney 
and asks for a suggestion, do we make any 
suggestion, and then, by asking him to select 
from a number of attorneys, whom we know 
to be competent to advise him properly, and 
draw up the papers. It is only in the in- 
stance where the customer, usually a stran- 
ger in New York, cannot make a selection, do 
we ever suggest some particular attorney. 
We do not consolidate the representation of 
estates and trusts in our own counsel, or in 
the hands of a few, but we retain wherever 
possible the attorney for the testator or 
grantor. 


What I have just said, I believe to be, and 
it is, so far as I know, the practice of all 
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the trust institutions of New York City. 
There may be an exception, but I do not know 
of it. As I have stated, for over ten years, 
the Corporate Fiduciaries Association of New 
York has carried, as an underlying principle 
of its being, the disclaimer of any infringe- 
ment on the field of the lawyer, publication of 
which has been widely made. 


New Standards Set Up in New York 

Notwithstanding this situation of affairs, 
and notwithstanding an express finding that 
New York fiduciaries are not practicing law, 
the Bar Associations of New York City in 
May of this year, adopted a report setting 
up certain new standards for their members, 
which provides, among other things, that no 
lawyer shall advise a prospective testator or 
donor as to the making of a will or trust, if 
that prospective testator or creator of the 
trust has come to the attorney at the in- 
stance of any person or institution seeking 
to be named as fiduciary. 

In the accompanying report, solicitation 
of business and advertising by corporate fi- 
duciaries is strongly criticised, and the state- 
ment made that if continued, legislation to 
control all corporate fiduciaries would be 
needed. Lawyers accepting business from 
corporate fiduciaries, which do thus solicit 
and advertise, are condemned, and in effect 


prohibited from so doing. 


But this prohibition against the lawyer 
even discussing trust business with a client, 
who may be referred or recommended to him 
by a fiduciary, is entirely separate and dis- 
tinct from those other questions. No con- 
sideration there of any embarrassment by 
reason of previous relationship of the lawyer 
to the fiduciary. No question there of 
whether an honest lawyer can advise “fully 
and freely.” 

Neither is it a question of whether the 
attorney habitually obtains clients from the 
corporate fiduciary. It might be the first and 
only occasion upon which any client has ever 
come to the attorney at the instance of the 
fiduciary, nevertheless, the attorney is barred 
from accepting the business. There is no 
thought of distinguishing between business 
obtained by a fiduciary as the result of so- 
licitation or advertisement, and business not 
so influenced. 

The test, as I read the resolution, is sim- 
ply whether the prospective testator or cre- 
ator of a trust came to the attorney at the 
instance of the proposed fiduciary, and in 
effect, that fiduciary, a corporate fiduciary. 


An Actual Case 
Some of you may feel that I am making 
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an overstatement to prove a point, but let me 
tell you of an actual case that came within 
my own experience shortly after the an- 
nouncement of this rule. A customer, of 
many years standing of the company with 
which I am connected, took up with us the 
establishment of some large trusts aggre- 
gating approximately $10,000,000. So far as 
we know, he had never been solicited by us, 
and, it may be, had never seen our trust ad- 
vertising. But he was an old customer, and 
knew the company. The business features 
were discussed and arranged, and the whole 
agreement remained to be put in legal form. 
He was advised that we did not draw trust 
agreements, and that it would have to be 
done by counsel representing him. He had 
no New York counsel, and being a stranger 
to New York, was not in a position to select 
one. He asked that the matter be turned 
over by us to a competent attorney to rep- 
resent him in advance of his coming to New 
York. We selected a firm of the very high- 
est standing at the New York Bar, whom we 
had known through their representation of 
other clients having trust business with us, 
and knew them to be experienced and com- 
petent in this class of legal work; but so 
far as I know, we had never before been 
instrumental in sending them any business. 
We explained to them what this man wanted, 
and asked them to represent him and draw 
the papers. After much consideration, they 
advised us that they could not accept the 
employment as they were prohibited from 
taking this man’s business by the terms of 
these new resolutions, although otherwise 
they would be glad to have the business. 

Here was a fine piece of new business, 
which the trust company and New York law- 
yers must lose, if this standard of ethics pre- 
vails, simply because the corporate fiduciary, 
at the request of and for the convenience of 
the grantor, arranges for counsel. 


Much trust business handled by the banks 
and trust companies of New York, and other 
large cities of this country, comes from for- 
eign countries, and comes in steadily in- 
creasing volume. The parties do not know 
local lawyers, and to prohibit a lawyer from 
representing these people and drawing the 
necessary agreements because they would 
be referred to the lawyer by the corporate 
fiduciary, would result in a loss of this valu- 
able business both to the lawyers and to the 
corporate fiduciaries, and above all, deny 
to the public the opportunity to do the busi- 
ness. However, that would be the inevitable 
result of this standard of ethics. 

Just see where this situation leaves cor- 
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porate fiduciaries similarly situated. Cor- 
porations are prohibited by law from prac- 
ticing law in New York and many states. 
Taking the law and the new standard of eth- 
ics together, the corporate fiduciary cannot 
draw the will or trust agreement. It can- 
not have it done by its own counsel, or em- 
ploy any other attorney to do it. It cannot, 
itself, have it done for the customer by any 
attorney at the expense of the customer. The 
testator or grantor cannot have it done by 
any attorney (except at the risk of disbar- 
ment of the attorney), if the name of the 
attorney upon whom he calls is so much as 
suggested by the fiduciary. If the testator 
or grantor does not have an attorney, and 
does not know one whom he wishes to em- 
ploy, the business is blocked. Both the fi- 


duciary and the customer are left helpless 
and precluded from carrying out a perfectly 
legal transaction, and one which, if carried 
through, would benefit the lawyer, the client, 
and the fiduciary, each in the proper sphere. 


Effect of Prohibition 
But that is not all. Taking the report and 
the proposed standard of ethics together, the 
further effect, in addition to prohibition 
against a lawyer accepting employment, 
would be: 

(a) To prohibit banks and trust 
companies from advertising trust ser- 
vice, except, as set out in the report, 
the statement that they are empowered 
to act in fiduciary capacities. No state- 
ment may be made as to the necessity 
of making a will, however notorious is 
the fact that men delay and put off 
this important act. 

(b) No solicitation, by which a per- 
son may be led to a consideration of 
his plain duty to his family, and by 
which the methods of handling trust 
business by the particular company 
may be explained, all of which brings 
the person finally to the legal advice 
and assistance of his attorney. 

(c) By inference, no bank or trust 
company representative should discuss 
with the person whether a trust should 
be created at all, but this should be 
done only by the attorney. Surely, ad- 
vice as to whether a man should create 
a trust, is business advice, whether 
given by lawyer, banker, or friend. 

(d) Even the question of compensa- 
tion of the fiduciary is reserved to the 
lawyer, and that most usual and or- 
dinary of all information sought by 
the public from the corporate fiduciar- 
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ies is apparently condemned as a mat- 

ter of discussion between the fiduciary 

and the client. 

Add this situation to that in which the 
corporate fiduciary is prohibited from draw- 
ing or having drawn any of the documents, 
and, in effect, prevented from even Suggest- 
ing a lawyer to represent its customer, and 
you have a situation where to a large ex- 
tent all trust business will necessarily be 
placed in the hands of the lawyers for their 
disposal, and the corporate fiduciaries prac- 
tically limited to such business as the law- 
yers may see fit to send them. In that 
situation, the lawyer can largely control the 
corporate fiduciary to which the business 
goes, if to any corporate fiduciary at all, and 
the terms under which the business shall 
be accepted. This, it seems to us, is an un- 
due and unealled for limitation upon the 
right of corporate fiduciaries to engage in 
the business which they are expressly auth- 
orized by statute and by charter to carry 
on, and an undue interference with the right 
of the public to do trust business. 

It will be seen that this new standard em- 
bodies, in effect, the principles of the legis- 
lative bills and the speeches to which I have 
referred, and by rules of conduct controlling 
the lawyers, an essential and indispensable 
factor in the setting up and carrying on of 
every piece of trust business, endeavors to 
limit and control all trust business through 
legislation by the Bar and not by the State. 


Protection of the Public 

Now, in all of this, it is said the funda- 
mental idea is the protection of the public. 
But has the public sought any such protec- 
tion? Has the public needed any such pro- 
tection? I say most emphatically, no! Is 
the public seeking to be returned to the in- 
dividual for the handling of its trust funds? 
Again, I say, no! 

It may be true, as claimed, that, here and 
there, a trust has been established where no 
trust was needed, or made for a _ longer 
period than was necessary, although the 
trust officers I know are quick to advise 
against unnecessary or ill-advised trusts. 
But how infinitesimal these instances prove 
to be when compared with the thousands of 
instances of trusts providently established, 
and carried out to the good of those for 
whom set up. And even in those instances 
where no trust was needed, or if for a longer 
time than necessary, the property was con- 
served and safeguarded, and not lost. 

What a small thing this is upon which to 
base these drastic restrictions sought to be 





282 TRUST 
placed upon trust institutions, and the cur- 
tailment and limitations of the entire field 
of trust business. 

Trust companies came into being in re- 
sponse to a public need and demand. That 
need was for a fiduciary with continuous ex- 
istence, not limited in life and existence as 
is an individual; a fiduciary, from its capital, 
able to respond to any loss through error or 
malfeasance; a fiduciary with a vital inter- 
est in building up and maintaining a reputa- 
tion for faithful performance of its trust 
functions; a fiduciary learning and profiting 
by continuous experience in the better man- 
agement and conservation of funds in its 
hands, and protection of individuals en- 
trusted to its care. That this need was real 
and great is abundantly shown by the quick 
and ever increasing use of the corporate 


fiduciary idea by the public. 


Faith of the Public in Trust Administration 

More than a hundred years ago, the first 
trust company was organized in this country, 
and how much was the need and how well 
it has succeeded is proven by its great suc- 
cess. Today, there are approximately 4,300 
trust companies and banks with active trust 
departments, with resources of over $50,000,- 
000,000. There are no figures obtainable as 
to the amount of trust assets in their hands, 
but we know they amount into the billions. 
I cite these figures of growth, because to 
my mind they are an unanswerable testi- 
monial of the public’s recognition of the in- 
tegrity, efficiency, responsibility, and human 
service of trust institutions of this country. 
Without all of these qualities, all of the ad- 
vertising and all of the solicitation con- 
ceivable could not have built up the corporate 
trust business to a fraction of its present 
size. 

The element of safety alone justifies the 
confidence of the public, and the growth of 
the trust institutions. A survey published by 
TrusT COMPANIES MAGAZINE, brought up to 
May, 1931, made up from the public records 
of the forty-eight states, shows there is no 
record of loss of a single dollar to bene- 
ficiaries through the misconduct or malfea- 
sance of any trust institution during the 
entire history of their existence in this 
country. It hardly seems possible that this 
can be true, but it actually is the fact that 
there is no record of any such loss through 
a corporate fiduciary. 

Furthermore, that, with one exteption, 
the loss of $1,994 in a failure in New Jersey, 
more than twenty years ago, not a dollar 
has been lost to any beneficiary of a trust 
fund through the failure of any corporate 
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fiduciary in the United States. Even in the 
greatest bank failure ever known in this 
country, the Bank of the United States, in 
New York, there was not even an interrup- 
tion of the trust department, and the closing 
of the bank did not affect in any manner the 
administration or safety of its trust assets. 
This is a wonderful showing. 


Need for Expert Fiduciary Protection 

How different the record over the years 
has been of individual fiduciaries, the rec- 
ords of Chancery and Probate Courts only 
too plainly show. Every one of us, who must 
admit a half century of recollection, re- 
members the tragic instances, strewn along 
the years, of wrecks of estates and trusts 
through individual wrong-doing, or the losses 
caused to individual sureties in making good 
such losses. 

There is nothing sudden or surprising in 
this growth of trust business with corporate 
fiduciaries, as might be inferred from these 
attacks upon them. Analysis of this growth, 
and the growth and change in form of the 
wealth of the country, will show that the two 
have kept along together. 

Land, for centuries, was the most desir- 
able form of property, and comprised the 
larger part of estates. Commercial and in- 
dustrial enterprises were usually individually 
owned. Individuals could meet the need in 
fiduciary capacities with comparative ease, 
subject only to casualties of life. But with 
the development of this country as the great- 
est of industrial countries, its growing wealth 
has taken the form largely of corporate 
stocks and _ securities. Hstates and trusts 
now consist largely of stocks, bonds, deben- 
tures, corporate rights, and life insurance. 
Joseph 8S. McCoy, of the United States Treas- 
ury Department, shows that of the estates 
returned in 1928 for inheritance tax pur- 
poses, 43.3 per cent of the value was in 
stocks of corporations; 13.9 per cent in 
bonds; 11 per cent in mortgages, and 17.4 
per cent in real estate. Of estates with net 
value of less than $50,000, 281%4 per cent was 
in stocks; between $500,000 and $600,000, 
422-3 per cent; between $800,000 and $1,- 
000,000, stocks 48 per cent, while of estates 
over $10,000,000, stocks composed 64 per cent 
of the whole. 


The problems of management and invest- 
ment changed with the change in the char- 
acter of the estates, and became increasingly 
complicated. The responsibility of the ex- 
ecutor and trustee in the selling or retention 
of securities of every kind and nature, and 
the investment of the trust funds, increased 
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enormously. Highly specialized management 
and investment service became essential. 

Trust institutions found it necessary to de- 
velop or secure trained and experienced men, 
whose sole duty was to handle trust invest- 
ments, with staffs of analysts and account- 
ants to study and analyze reports and rec- 
ords, to determine financial condition and 
soundness of corporations, towns, cities, 
states, and even countries and Governments, 
all of which vitally affects their securities, 
and determines sales and purchases. The 
purchase of proper securities is only a part 
of the task. After being purchased, they 
must be constantly watched and followed, 
and in times like these, with anxious care. 

Naturally, these problems could be met, 
and the necessary service furnished by but 
few individuals. The fact that such service 
and management was being furnished by 
trust institutions, together with responsibil- 
ity and proven satisfactory relations, caused 
the placing of trust business with them, and 
accounts for the growth of trust institutions, 
as wealth increased. 


Attempts to Prohibit Advertising and 
Solicitation 

It is said, however, that advertising and 
solicitation of trust business by corporate 
fiduciaries should be prohibited; that lawyers 
are not permited to advertise or solicit, and, 
therefore, banks and trust companies should 
not be allowed to do so. 

It seems to us that this argument neces- 
sarily depends upon and ireludes the propo- 
sition that banks and trust companies, in 
taking on and discharging fiduciary func- 
tions, engage in the practice of law, and 
have the right to do so; or, that members of 
the Bar have a special right to be appointed 
executors and trustees. For how else could 
there be any competition between trust in- 
stitutions and members of the Bar, or any 
interference by corporate fiduciaries with the 
practice of law by the legal profession. 

3ut the practice of law by corporate fidu- 
ciaries is prohibited by law, and if any of 
them do practice law, they are subject to 
the penalties of the law. To be made subject 
to the same code of ethics, they must both 
do the same things and perform the same 
functions. Lawyers are licensed to practice 
law, corporations are prohibited from so do- 
ing. The trust institutions and the Bar per- 
form entirely different functions. There is 
no basis for comparison, nor possibility of 
competition and no reason in that situation 
why a corporate fiduciary, a chartered busi- 
ness corporation, should not advertise its 
business functions and qualifications, al- 
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though a lawyer, a member of a learned pro- 
his professional 


fession, cannot advertise 
qualifications as a lawyer. 

The only ground upon which it could be 
argued that trust institutions should not be 
allowed to advertise for or solicit appoint- 
ments as executor or trustee, inasmuch as 
lawyers are not so allowed, would be, that 
members of the Bar have some special right 
to be appointed in those trust capacities. 
That some lawyers do feel that way about it 
is evident from letters to the press, articles 
in magazines, speeches we have all heard, 
and complaint of others that this opportun- 
ity is being lessened in the development of 
corporate fiduciaries, as it undoubtedly is. 
But it is not believed that this feeling is 
shared by any great number of the members 
of the Bar, as is demonstrated by the fact 
that so many of them use corporate fiduciar- 
ies in their own practice. 


Legal Profession Has No Monopoly of 
Appointments 

But this feeling, where it does exist, would 
not seem to be well founded. Lawyers never 
have had any special rights or monoply of 
such appointments. Any individual of good 
character can be appointed, and in many 
states, members of the family are given pref- 
erence by statute. In England, from which 
we derive so much of the law on this sub- 
ject, individual executors and trustees were 
recognized long before attorneys in general 
were permitted to practice before the Courts. 
As a matter of history, the Courts of Eng- 
land, in the famous Drapers Company case, 
recognized in 1540, the right of a corpora- 
tion to act as trustee, at about the same time 
that attorneys generally were permitted to 
appear before the Courts. 

It is true that in England, and in this 
country, in the days when landed property 
was the chief asset, and the lawyer the chief 
man of learning in the community, he was 
frequently appointed to these fiduciary po- 
sitions; but at no time were these appoint- 
ments more than a small part of the whole, 
by far the greater number going to members 
of the family, business associates and friends. 
These fiduciary appointments were really 
aside from the profession of law, and be- 
longed to the class of things which a lawyer 
might properly do, but as to which the Bar, 
as such, had no exclusive right or privilege. 

To whatever extent lawyers engaged in 
this purely business work, they were in com- 
petition with the individual for the appoint- 
ment. Today, the corporate fiduciary, having 
evolved, is, like the lawyer who seeks that 
business, in competition with the individual 
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for appointment to handle that business part 
of estates and trusts. Whatever competition 
there may be said to exist between lawyers 
and corporate fiduciaries for the business of 
executor and trustee, exists only when the 
corporate fiduciary and the lawyer both seek 
the appointment, which would otherwise go 
to some individual of the general public, and 
to which neither the lawyer nor the corporate 
fiduciary has any exclusive right or claim. 

Obviously, the competition between corpor- 
ate fiduciaries and individual lawyers for 
fiduciary appointments is not a competition 
with lawyers in their right as members of 
the Bar, and, therefore, forms no basis for 
a claim that corporate fiduciaries are not en- 
titled to advertise for and solicit such ap- 
pointments. 


Making People ‘“‘Will Conscious and Trust 
Conscious” 


Then, why should not corporate fiduciaries 
advertise or solicit in order to bring the ne- 
cessity or advantage of making wills, or 
establishing trusts, home to the public, and 
at the same time directing attention to their 
own availability for the business administra- 
tion. The very purpose of an advertisement 
is to attract and acquaint the individual 
with what the advertiser has to offer, what 
it will do for him, and how it will benefit 
him, and to merely advertise that the Com- 
pany is authorized to act as executor and 
trustee, as is being advocated, would have 
practically no effect on the individual in in- 
ducing him to make a will, or provide against 
contingencies by setting up a trust. 

The advertising of the corporate fiduciar- 
ies is, for the most part, informative and 
educational in its character. It has helped 
to make the public “will conscious and trust 
conscious.” The stimulation of the public 
to make wills and to provide for the adminis- 
tration of estates, to preserve property for 
the dependents, and to otherwise safeguard 
accumulated wealth, has been greatly in- 
creased through the methods of attracting 
and developing public interest in these ques- 
tions by the use of sound publicity. 

To make such publicity difficult, or im- 
possible, would be to defeat, not only the 
ends of the corporate fiduciary, but the ends 
of the lawyers themselves, who have enjoyed 
a large volume of business resulting there- 
from, much of which would not have other- 
wise existed. But more than anything else, 
it would defeat the interests of the public, 
and deprive it in a large measure of the 
service to which it is entitled. In the final 
analysis, the public interest in this situation 
is the one by which it must be weighed 
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been vastly 
cannot be 


That the public interest has 
served by fiduciary advertising 
successfully gainsaid. 

We believe that trust advertising should be 
dignified and restrained. It should not sug- 
gest by implication that the public can se- 
cure legal services, or legal advice, from the 
advertising corporate fiduciary. We readily 
admit that some of the advertising in the 
past has not been up to that standard, and 
some not within the bounds of good taste. 
But that does not prove that the idea of 
informing and stimulating the public b, 
sound and dignified advertising is either il- 
legal or unethical in its true sense. How- 
ever, there is no necessity for a law to cor- 
rect it, or for a prohibition against a lawyer 
accepting business on that account. A little 
cooperation between the trust institutions 
and the Bar, and any abuses can be entirely 
corrected. 


No Concentration of Legal Business Arising 
From Fiduciary Appointments 


It is also urged in these reports and public 
utterances, that the operation of trust in- 
stitutions tends to concentrate the legal busi- 
ness arising therefrom in the hands of a few 
lawyers, and may even deprive the Bar en- 
tirely of that practice. This apparently is 
one of the main objections to banks and trust 
companies as fiduciaries. 

Now, our experience in New York is to the 
contrary. We, in New York, advocate, and 
in practice follow, the rule of retaining the 
counsel of the testator or grantor as our 
own counsel, wherever possible. I believe 
this to be the position of most of the New 
York banks and trust companies. As a test, 
I obtained the figures from several repre- 
sentative companies—one is now represented 
in fiduciary matters by approximately five 
hundred and seventy lawyers, another by ap- 
proximately five hundred, and a third by 
three hundred and fifty. Taking the New 
York corporate fiduciaries together, and al- 
lowing for duplications, the number of law- 
yers: representing them will reach into the 
thousands. 

We have every reason, both as a matter 
of justice to the Bar, and of good business 
sense, not to concentrate the legal representa- 
tion of our estates and trusts in the hands of 
our own counsel, or in those of a few lawyers. 
From the standpoint of the estate, the law- 
yer for the testator or grantor is usually 
familiar with the business and problems in- 
volved, and can render better service than 
a lawyer not so acquainted. From the stand- 
point of the trust institution it is the fair 
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FORCES THAT MAKE FOR BUSINESS AND INDUSTRIAL 
REVIVAL 


READJUSTMENT IN PRICES, PRODUCTION AND CONSUMPTION 


DR. DAVID FRIDAY 
Economist, A. G. Becker & Co., New York 


(Epitor’s Nore: Professional economists and other commentators who have ventured 
to make definite predictions during the past two years, have discovered such prophecy 
not only hazardous but in many instances in direct contradiction to subsequent develop- 
ments. Notwithstanding prevailing uncertainty the fact remains that business depression 
persists in this country because the great mass of our people are afflicted with a complex 
which fails to take account of the recuperative powers of the United States and what is 
even more important, the corrective influences which are now at work and which create 
a more stable superstructure for restoration of business to normal. It is upon these 
underlying factors that Dr. Friday dwells with sound reasoning and conclusions that 
command respect and stimulate reassurance.) 


HE United States and indeed the whole 
world have been for some months now 
at that stage where the economic situa- 
tion is commonly painted in the gloomiest 
terms. It is unlikely that the dire predic- 


tions of long continued sub-normal business 
which are now being made will prove any 


more valuable than were those of 1921. The 
passion for economic progress which has ob- 
sessed the world for some decades now is still 
as strong as ever, and it bids fair to continue 
for many decades more. More people and 
races are seized by it than ever before. As 
long as the world remains in the grip of this 
seductive idea, production will go to higher 
and higher levels after each succeeding pe- 
riod of depression. 

The technique which the world uses in the 
pursuit of this end of ever larger output and 
higher standards of living is industrialism, 
with its machine production and mechanical 
modes of transportation and communication. 
America has the leadership in that technique 
today and for that reason suffers less from 
depression and revives more quickly than the 
countries which are less advanced in the 
technique of industrial production of raw 
materials only. 

But it is much easier to cite historical in- 
stances of revival and to indulge in general 
analysis than to point out just how we will 
get out of this particular depression in which 
we find ourselves. What are the forces 
which will restore prosperity? What are the 
changes in the economic process which will 
Stop the retardation of production and bring 
about an acceleration of the economic tempo? 


Stimulating Demand and Purchasing Power 

Certainly the crux of the matter must be 
the revival of demand for goods, Human 
wants and human desires are the mainspring 
and the motive power of industry. Now hu- 
man wants are well nigh infinite, at least 
they are far from being satiated at this time. 
But unless they are coupled with purchasing 
power want and desire do not make them- 
selves felt upon the market as effective de- 
mand. How, then, does the purchasing power 
increase once more so that the volume of 
things purchased rises to its normal level 
again? 

It is just at this point that many people 
are at a loss to see any ground for revival. 
Our purchasing power obviously consists of 
the money income of the people. And that 
is made up of such component parts as Wages 
and Profits. But it is just the decline in 
these two lines of income that we hear most 
—factory payrolls have fallen 30 per cent 
and profits are less than half as large as they 
were in 1929. How can wants be translated 
into demand when the ability to pay is so 
low? 

Nor does there seem any chance of getting 
out of this circle. For employment and pay- 
rolls cannot increase until production revives. 
And that cannot increase until demand for 
goods picks up. But if this depends upon the 
size of wages, then we are in a closed circle 
from which there seems to be no escape. The 
only way out would seem to be to put labor 
and plant to work without orders and take 
the risk of being able to sell the goods when 
finally finished to those who had drawn the 
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wages. But there is no likelihood that this 
will happen, for most producers have in- 
ventories on hand in the depression which 
they find it hard to sell, and they will not 
take the risk of producing against an un- 
certain demand. Inventories must first be 
reduced and demand must increase before 
men are put back to work. How is this 
circle broken? 


Undue Pessimism as to Decline of 
Money Income 


One of the reasons why we get out of the 
slough of despondency more easily than we 
expect when we have reached the depths is 
that the money income of the people has not 
shrunk as much as the decline in wages and 
profits would lead us to believe. In 1921 
factory payrolls were 35 per cent below the 
previous year and profits fell—were com- 
pletely wiped out. Both manufacturing cor- 
porations and all business taken together re- 
ported a net deficit for the year. But the 
total income received by all the people of 
the country—as distinguished from the cor- 
porations, declined only 15 per cent. 

The reasons for this disparity is to be 
found in the fact that other incomes have 
not fallen as rapidly as wages and profits; 
salaries, for example, declined much less 
than wages in all industries. The salaries of 
government employees—federal, state and 
local, including the school teachers and eol- 
lege professors, do not decline materially ex- 
cept in rare instances. Interest received by 
bond and mortgage owners goes down hardly 
at all. Dividends are reduced somewhat in 
time of depression, but by no means as much 
as profits. In 1924 they declined only 12% 
per cent when total profits fell to zero. Pen- 
sions, endowments and death claims paid by 
life insurance are not affected by depressions. 
So the public is apt to be too pessimistic 
with respect to the decline in money income 
and so in purchasing power. 

These figures setting forth the variation 
in the realized income of the people have 
never been available in any period of de- 
pression before. They are the result of an 
elaborate study of the National Income by 
the National Bureau of Economic Research. 
The researches of the Bureau on this sub- 
ject ran over a period of ten years and were 
only published in 1930. It is a fair estimate 
that the realized money income of the people 
of this country from all sources is not as 
much as 20 per cent below that of 1929. It 
is doubtful whether it has fallen more than 
15 per cent. 


First Stage of Readjustment 
But while the money income of the people 
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declines in times of depression other adjust- 
ments are taking place as well. The most 
striking of these is in the field of commodity 
prices. The slackening of demand which 
ushers in business recession brings about 
first of all a fall in the prices of raw ma- 
terials. In fact, the present decline of busi- 
ness began largely with a buyers’ strike in 
just three commodities. For some years pre- 
vious to the break of 1929, there had been 
great activity in the organization and main- 
tenance of price pools. Rubber was one of 
the first. There were also pools in copper, 
coffee, sugar, silk, wool, tin, wheat and cot- 
ton. Besides these there were minor ones. 
The prices which these organizations tried 
to maintain were stimulating production be- 
yond the volume which demand would ab- 
sorb at such high levels. Presently, buyers 
here and abroad grew distrustful and sus- 
pended their purchases or postponed them. 
They expected a fall later, and they were 
right. 

The raw material group of commodities has 
fallen 35 per cent in price during the last two 
years. If those items be singled out in which 
stabilization pools were operating, the de- 
cline is roughly 50 per cent. The fall in raw 
materials is now completed. Most of them 
are down to a point where many of their 
producers can realize no profits. In many 
cases they are being produced at a loss. This 
always happens to basic material in times of 
depression, and when they get down to this 
level the first stage of the readjustment is 
completed. In 1920, the raw materials group 
in the Bureau of Labor Statistics index num- 
ber fell from 166 to 81. It reached that 
point in the summer of 1921. From that time 
on business revived. 


Readjustment in Prices and Cost of Living 

This downward trend of prices is accom- 
panied by a similar one in finished manu- 
factured products at wholesale. These fall 
more slowly than the first group. Ten years 
ago they continued their decline for six 
months after raw materials had turned up 
and were advancing slowly. We are still in 
this downward readjustment for manufac- 
tured products. 

Finally, the prices of goods at retail de- 
cline. These usually reach their bottom still 
later. We have been in the process of re- 
adjusting these prices downward radically 
during the last five months and so lowering 
the cost of living, This has now been so far 
accomplished that the money income of the 
people—even though it is reduced—will buy 
more product than it did during the early 
stages of the depression when people had 
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already found their income curtailed by un- 
employment while the cost of living had 
fallen but little. In these earlier months of a 
depression this disparity between incomes 
and prices leads to a sharp curtailment in 
purchase. It is accentuated by the fear of 
unemployment, and by the general uncer- 
tainty which pervades the community. Even 
those whose incomes have not been reduced 
buy less and save more at such times. 

Today, retail prices have fallen fully 25 
per cent. With money income down less than 
that, and with the accumulation of wants 
which has been going on during the last 
year, retail buying has picked up. It will 
continue to improve in volume. Even though 
the customer spends fewer dollars than be- 
fore, the physical volume of goods moved 
has increased because of the reduced price. 
When this is going on production must be in- 
creased to supply the demand. This brings 
the first stage of the business revival. 


Entering Upon the First Stage of Revival 

We have already entered upon that stage. 
With reduced retail prices and depleted in- 
ventories, production will mount gradually 
throughout 1931. By December of this year, 
the volume of industrial output should be 
25 per cent larger than it was December, 
1930. According to the Federal Reserve in- 
dex of physical output, productive activity 
had fallen from an average of 124 during the 
six months from April to September, 1929, 
to 82 in December, 1930. So far the rise went 
from the low of 82 to 90 in April. In May 
there is a decline of two points. Such a re- 
cession after the initial rise is entirely in 
accord with previous experience. A rise of 
one-fourth from the December low would 
bring it to 103 at the close of this year. That 
would still be far from boom activity. But 
it would make a great difference in the gen- 
eral psychological state of the community. 
The mere fact that employment is picking 
up once more will make people more ready to 
buy goods, and will accelerate the recovery 
when once it is started. 


Prediction as to Maintainance of Profits 

It will remove the doubts of investors, too, 
as to the soundness of bonds and as to the 
maintenance of dividends on their stocks. 
This will bring rising security prices in both 
the bond market and the stock market. Since 
everyone feels himself better off when se- 
curities are rising than when they are falling, 
this situation will further stimulate con- 
sumer buying, especially in durable luxury 
goods. 


What has been said here about the con- 
tinued decline in the prices of manufactured 
products and in retail prices will raise a 
question as to the future of profits. But 
profits will be maintained at satisfactory 
levels even at these lower prices. An in- 
crease in production such as has been here 
suggested will give us an average industrial 
output for 1931 almost equal to that of last 
year. The difference will be that while in 
1930 we experienced a gradual reduction of 
output from 105 at the beginning of the year 
to 82 at the close; we shall, during 1931, 
have a rise from 82 at the beginning of this 
year to 103 at its close. If this prediction is 
realized, profits will be better this year than 
most people now expect. 

For while prices have been moving down- 
ward, another set of readjustments has been 
taking place. Costs of production have been 
falling. This is in part due to the decline in 
raw materials which has already been de- 
scribed. The manufacturer had in January, 
1930, materials which had been purchased 
some months before the opening of that year. 
He entered 1931 with inventories which were 
bought near the bottom of the price move. 
His labor costs, too, have declined materially. 
This is not due so much to the reduction of 
wages, although there has been more of this 
than is generally believed; but rather to the 
great increase in the efficiency of labor and 
of management which has taken place and 
which is still continuing. Overhead costs, 
too, have been drastically reduced, and com- 
mercial credit for the merchant and manu- 
facturer costs less. 

This set of readjustments in production 
costs places the manufacturer in position 
where he can satisfy any increase in demand 
without raising prices. The American manu- 
facturer can make money at these prices, if 
only he can get volume. With the downward 
readjustments in costs, economic equilibrium 
has once more been restored and business 
can run on an even keel at full speed on the 
new and lower price level. 


Maintaining Profits in the Face of Falling 
Prices 


The history of industry duing the decade 
1920 to 1929 furnishes a remarkable example 
of the manner in which costs are continually 
readjusted downward through increasing 
efficiency; and of how profits can be main- 
tained in the face of falling prices. An ex- 
ample or two may reinforce this observation. 
The year 1929 enjoyed the peak of profits for 
the decade of the 1920’s. But this profit was 
not achieved under rising prices. The price 
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level of industrial commodities (all commod- 
ities other than farm products and food) av- 
eraged only 94. In 1920, the price level had 
stood at 161, yet profits in that year for all 
manufacturers were only two-thirds as large 
as in 1929. The answer to the puzzle is found 
in the fact that the volume of output had 
risen 40 per cent between the two years. 
Factory payrolls, on the other hand, had 
fallen 10 per cent from the former year to 
1929. 

But it will require more than a revival 
of retail buying to bring us back to full pros- 
perity. The greatest decline in industry has 
not been in the production of foods, and 
most of the other things which people buy to 
maintain their daily life. It has been most 
pronounced in those industries that manu- 
facture durable goods—goods which require 
time in order to get their use out of them. 
They are houses, automobiles, machines, in- 
dustrial plants and the raw material which 
are needed for the construction of these 
things, such as iron and steel, copper, rubber 
and the other metals. 


Production of “Capital Goods’”’ 


These are what the economist calls “capital 
goods.” It is the production of this type of 
thing which gives rise to the demand for 
funds at your bank and in the bond market. 
When a man buys food and clothing for his 
family he commonly pays for these out of his 
current income; five-sixths of all his income 
will be spent for these things that are neces- 
sary to maintain his customary standard 
of living. But when he decides to build a 
house he does not pay for it out of the in- 
come which he receives during the year in 
which he builds it. The average man will 
spend on a house about twice his annual in- 
come and about ten to fifteen years of his 
savings. Obviously, he cannot finance that 
out of his income; he must borrow capital 
to do it. Automobiles are in the same gen- 
eral category, although they are not as ex- 
pensive relatively to his income as is his 
dwelling. The same is true of machines for 
factories, locomotives and equipment for rail- 
roads, and electric light and power plants. 
In order that these may be built, someone 
must consent to save his income rather than 
spend it, and wait for the future for his re- 
turn. 

Now it is just these capital goods which 
we have not been producing during the past 
year. It is the workmen and the firms that 
have been engaged in this line of industry 
which have been unemployed. They will 
never revive thoroughly until there is an 
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abundant supply of capital for long time in- 
vestment. That is, they will revive at cheap 
rates of interest when the bond market and 
the market for mortgages revives. 


Political Influences and Deterioration in 
Quality of Credit 

Why have these markets failed to revive 
thus far? The American people have saved 
enough so that we might have had a good 
bond market. A revival in the capital mar- 
ket was started in the spring of the past 
year; but from June to September certain 
political occurrences in the world shook the 
faith of the investing public in foreign bonds, 
at least. Peru, Bolivia, Argentina and Brazil 
—all had revolutions between June and Octo- 
ber. The success of each one seemed to 
stimulate the next. Our people are heavy 
investors in South American bonds. Ger- 
many was unsettled both politically and fin- 
ancially from July to December, and Aus- 
tralia was in financial difficulties. These de- 
velopments greatly depreciated the quality 
of the credit of these nations for the time 
being at least. All of these nations needea 
-apital with which to buy the materials 
needed for the construction of durable goods. 
Because of the political situation, they were 
not able to procure it from us. 

This deterioration in the quality of credit 
of the world has been one of the causes which 
accentuated the price decline for commodi- 
ties and the decrease in demand. The world 
has stood sorely in need of events which will 
improve the quality of the credit which these 
nations and their citizens have to offer us. 
There are at least signs that this improve- 
ment is taking place. President Hoover's 
action on war debts and reparations is a 
constructive move the importance of which 
can hardly be overestimated in this connec- 
tion. 


Turning Point in Bond Market 
The other thing that happened to inter- 
fere with the bond market was the epidemic 
of bank failures that struck us in November 


and December. The desire for liquidity 
which came with it led many banks to go 
out and sell their bonds. This resulted in a 
panic in the bond market during December. 
As we get over the hesitation and suspicion 
caused by these occurrences, we will have a 
good bond market and a further business re- 
vival. We have reached the turning point 
in bonds and it is reasonable to expect that 
the rise in bonds will continue from twelve 
to eighteen months. It would not be at all 


(Continued on page 378) 
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RESCUING BUSINESS AND INDUSTRIAL CONCERNS 
FROM FINANCIAL BREAKERS 


THE INDUSTRIAL DIVISON AS A SUCCESSFUL DEVELOPMENT IN 
BANKING AND TRUST COMPANY SERVICE 


F. W. HUTCHINGS 
Union Guardian Trust Company of Detroit, Mich. 


(EpiITor’s NOTE: 


One of the most valuable contributions which banks and trust 


companies may make toward stabilizing and improving business and industrial conditions 
is that of extending expert and timely financial as well as management assistance to 


commercial and industrial borrowers. 


The causes of business failures reveal many com- 


mon characteristics which may be forestalled and counteracted by efficient intervention. 
The Union Guardian Trust Company of Detroit addressed itself to the problem of filling 
this gap by establishing an Industrial Division which has been remarkably successful in 


preventing business and industrial failures. 


How this new department came into being 


and how it is conducted is told in the following article.) 


COMPARATIVELY recent develop- 

ment in the evolution of modern busi- 

ness methods and of services ren- 
dered by banks and trust companies is the 
arnest effort to foster closer contact with 
the individual client. It no longer suffices 
that the client presents a completely satis- 
factory statement as a condition precedent to 
the granting of a line of credit. Not only 
should the financial condition of the client 
be perfectly satisfactory insofar as the bal- 
ance sheet is concerned, but if an industrial 
or manufacturing concern is under discussion 
other elements which combine to insure con- 
tinuity of success and profits must be even 
more satisfactory. 

For example, it is quite conceivable that 
through some stroke of good fortune in one 
or two years a satisfactory financial condi- 
tion might be shown only to be wiped out 
promptly and effectively through mismanage- 
ment and inefficiency during the next year 
and thus jeopardize the safety of the loan. 
Bankers and trust company Officials have 
long since realized that it is one thing to 
grant a loan or extend a line of credit, but 
quite another to secure its repayment. There- 
fore, in the case of an industrial enterprise, 
it is essential that questions other than mere 
present financial showing should be satisfac- 
torily answered. 


Continued and Constructive Interest 
Toward Borrower 
Out of this evolution and as a natural se- 
quence has grown the application of the ax- 
iom that, “An ounce of prevention is worth 


a pound of cure,’ which comprelhends that 
even after the granting of financial assis- 
tance, in whatever form it may take, care- 
ful surveillance of the methods of the indus- 
trial borrower should be maintained by the 
bank or trust company until such time as the 
loan may have been materially reduced in 
accordance with its terms. 

Whereas in earlier years it had been custo- 
mary to depend upon the borrower to work 
out his or its own financial salvation with 
the new funds made available by the loan, it 
is now acknowledged in efficient banking cir- 
cles that far greater investment safeguard 
is provided where bankers or trust company 
officials maintain a more personal and actual 
contact with the client during the life of the 
loan. In other words, modern financing now 
requires that a bank or trust company shall 
mean more to a client or investor than has 
been the case heretofore; not only must the 
loan itself be competently scrutinized before 
made, but a continued, constructive and help- 
ful interest in the welfare of the borrower 
must be maintained. 


Industrial Michigan, and 


especially De- 
troit, has made tremendous strides in recent 


years. Products totaling in value many mil- 
lions are annually turned into the channels 
of commerce by these industries. With this 
dynamic industrialism constantly thrusting 
itself to the front and demanding recognition 
in the field of finance, there could be but one 
outcome, namely, that the recognition should 
be forthcoming, and this was established first 
by the Union Trust Company of Detroit 
through the establishment of its industrial 
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division as a working unit of the corporate 
trust department, Michigan with its enor- 
mous commercialism reaching to all parts of 
the world was truly a fertile field for the 
experiment. 


Functions of the Industrial Division 

The introduction of the industrial division 
was the work of the pioneer. There were no 
previously traveled roads or precedents in 
the science of banking, no sign posts for 
guides. The trail must be blazed through the 
virgin forest along the path where industry 
in former years had stumbled and fallen by 
the wayside simply for want of guidance in 
the hour of greatest financial stress. 

This new division of finance is not officered 
by executives who make the slightest pre- 
tence of being expert bankers, but whose ex- 
perience has been on the actual firing line of 
industrial activity, out in the field of trial 
and tribulation of productivity, and who have 
had experience in financing from the opposite 
side of the counter; these men, because of 
this dual experience are thus able to appre- 
ciate all of the difficulties confronting both 
financier and banker and to act as a diplo- 
matic point of contact in assisting in the so- 
lution of the many problems constantly aris- 
ing. 

The paramount, fundamental principle 
upon which the new industrial division was 
to work required a right-about-face in the 
heretofore accepted and well established 
methods of banking. The corporation which 
suddenly discovered itself overtaken by finan- 
cial difficulties and unable temporarily to 
meet its obligations, was to be taken in hand 
by the industrial division and aided with ad- 
vice and counsel—additional money if for a 
worth while and justifiable purpose—and 
thus pulled across the trying period. This 
policy was to transplant the old time-worn 
theory that a firm which became involved in 
this way should follow the line of least re- 
sistance and wind up in a receivership, bank- 
ruptey court or dissolution with consequent 
loss to all investors. 


Common Causes of Failures 

Peculiar as it may seem, the causes lead- 
ing to financial difficulties of industrial en- 
terprises are tinctured with such a monoto- 
nous sameness that it is difficult to compre- 
hend why they are not earlier discovered and 
eounteracted by those in authority. Fore- 
most among these causes may be cited in- 
efficiency in management, both on the part 
of the executives and directors; failure of 
executives to concentrate on the work in 
hand, coupled with a disposition to permit 
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their attention to become distracted by other 
interest ; attempts of directors to direct some- 
thing with which they are not at all ac- 
quainted. 


The attitude of executives in their refusal 
to permit the younger element to come to the 
front and adoption of up-to-the-minute or 
ahead-of-the-minute policy, has occasioned 
many a corporation an “unhappy half-hour” 
with its banker, and yet this type of execu- 
tive is always with us and stands in the path- 
way of progress like a granite sentinel. 


Over-Capitalization 

Another and frequent cause of financial 
disaster is initial overcapitalization. It 
would seem that the extensive financial ex- 
perience of those to whom this branch of the 
organization of a new industrial concern, or 
the reorganization of the old one, is entrust- 
ed, should have profited by experience to an 
extent which would insure a safe investment 
beyond any doubt; but when one listens to 
the experience of executives of the industrial 
division, one is inclined to the opinion that 
at least in some cases, sound judgment was 
entirely absent when the subject of capitali- 
zation was under discussion, This assertion 
will apply with equal force to real estate and 
other transactions, which although not in 
the field of productivity are closely allied to 
industrialism and actually a part thereof. 

Investigators, engineers, efficiency agents 
and others, when the scheme of organization 
is first under consideration, are generally 
engaged and make lengthy and intricate re- 
ports upon which the actual capital structure 
of a new industry is predicated, but in some 
of these there is not the slightest semblance 
of the necessary element of ordinary, every- 
day common sense. It is not at all difficult 
to discover cases initiated during very 
recent years wherein undue enthusiasm in 
the early state of organization, or the desire 
to place upon the market a large volume of 
securities regardless of their ultimate earn- 
ing power, has lead to overcapitalization with 
subsequent disastrous results. 

When these enterprises reach the stage 
where even the unitiated conclude that 
“something is wrong” and “something must 
be done,’”’ the industrial division is given the 
job and the rule of “horse sense” is invoked. 


What Happens When the Industrial 
Division Takes Charge 


Coming upon the scene of action in its in- 
dependent capacity, the industrial division 
occupies a peculiarly strong position in its 


efforts to revitalize an industrial concern. 
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A Complete Banking Service 


The Midland Bank offers exceptional facilities 
for the transaction of banking business of every 
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The intervention of the industrial division 
may arise either through voluntary request 
or involuntarily because of default of one 
character or another; or a service may be 
rendered without either voluntary or involun- 
tary request. In some cases the service is 
merely advisory and there is no obligation 
on the part of the client to follow the advice. 

For instance, a concern upon whose prop- 
erty a bond issue is outstanding may not be 
making as profitable a showing as it should, 
although not yet in default. It may then vol- 
untarily accept the assistance and sugges- 
tions of the industrial division for which a 
small charge is made, depending upon the 
amount of work involved. It is in cases such 
as this, prior to receivership of any nature, 
bankruptcy or dissolution, that the industrial 
division is in a position to accomplish the 
greatest good. It is upon the scene early 
enough and thus able to stem the tide ane 
guide a concern away from possible financial 
pitfalls. 

In cases where defaults of any nature exist 
and a trustee, bondholders’ committee or op- 
erating receiver is required to act, the serv- 
ice becomes compulsory if these agencies so 
decide and the charge is also dependent upon 
the amount of work involved. In these cases 


both acceptance of the service and advice are 
compulsory and actual physical possession 
and operation of the property are assumed 
by virtue of a receivership, 

When the industrial division takes charge 
its first consideration is the product which 
the subject concern may be attempting to 
market at a profit. Is it a useful and neces- 
sary product? Has it a recognized field? Is 
it already being produced by others and is 
the market suffering from severe competi- 
tion? If changes in management personnel 
are deemed necessary they are made. Plant 
equipment and its efficiency in its relation 
to low costs are carefully examined, as are 
the thousand and one other elements which 
experience has taught must be present to in- 
sure success. 


Diplomacy and Advice 

A case in point where merely diplomacy 
and advice were used may be of interest. Be- 
eause of its position as trustee of a rather 
large bond issue, a trust company was inter- 
ested in the welfare of a fundamentally 
sound industrial company doing several mil- 
lion dollars worth of business per annum. 
This firm was meeting all of its obligations 
promptly but desired an additional temporary 
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loan to meet the cost of emergency plant 
equipment. The case was turned over to the 
industrial division for investigation and re- 
port. <A representative met with the direc- 
tors at the factory, and after an examination 
of the financial statement of this company, a 
method by which the cash needed could be 
secured without borrowing any additional 
funds was pointed out to the executives. The 
suggestion was adopted and later they ex- 
pressed themselves as grateful for advice 
which had avoided any increase in their 
loans. But the matter did not stop here. 
The representative of the industrial division 
Was convinced internal affairs were not what 
they should be. The firm had been in opera- 
tion for more than a decade with practically 
the same executive personnel. All executive 
officers were stockholders and directors, The 
plant was in excellent physical condition ; 
costs were low and sales not below the mar- 
ket. Confronted with all these favorable 
conditions it would seem impossible anything 
else could be wrong; but intuition 
practical experience insisted at 
might be room for improvement. 

The president and general manager was a 
man of strong and favorable personality who 
had spent a lifetime in this line of business 
and was entirely competent from an operat- 
ing point of view. The chairman of the 
board was an elderly banker who had other 
manufacturing interests in a 
city. 


born of 
least there 


neighboring 


During the early visits to this plant a 
tense, distant feeling seemed to permeate the 
atmosphere; no little diplomacy was required 
to surmount this obstacle, and then the riddle 
was solved. The president was a competent 
business man, but he did not claim any spe- 
cial ability in that direction; on questions 
of manufacture, because of his long experi- 
ence and up-to-date-point of view, he did not 
need assistance; but on financial and other 





management problems he was not receiving 
the assistance he should. As long as his prob- 
lems were those of production he could han- 
dle them efficiently, but when he returned to 
the office he was required to alter his point 
of view and decide some rather weighty ques- 
tions without the counsel and advice he 
should have had. As a consequence decisions 
occasionally were made which did not work 
out as well as they should. 

When the representative of the industrial 
division reached this conclusion, he awaited 
a favorable opportunity carefully and diplo- 
matically to outline it to the president and ask 
if it was not correct and if he did not believe 
certain changes might be advantageous to 
the welfare of the company and to him. Not 
only did the president verify this analysis 
but after taking time to consider, accepted 
with a broad spirit the changes suggested 
and put them into operation at the earliest 
opportunity with the result that not only are 
the affairs of the company in far better con- 
dition than before, but a feeling of pessimism 
has been eradicated and optimism has taken 
its place. 

Thus by application of the simple rule of 
quiet, unobtrusive study, analysis and diplo- 
macy a possible default, receivership, fore- 
closure and liquidation, with all their atten- 
dant evils have been forestalled and a most 
efficient and valuable manufacturing enter- 
prise saved for those who have invested in 
its stocks and bonds. 


Forestalling Financial Failure 

The fundamental theory of business in- 
volved in the operations of the industrial di- 
vision is that it shall forestall financial fail- 
ure; that it shall rebuild where financial 
stress is imminent and that when so rebuilt 
the industry shall be returned to stockhold- 
ers with explicit instructions for future op- 
eration. Carried to its ultimate conclusion, 
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this theory extends to the basis of credit 
when first granted an enterprise, based upon 
the thousand and one considerations always 
surrounding an industry and which it is im- 
possible to set forth in a balance sheet or 
other financial statement, 

The directors of a bank, the loan commit- 
tee, the committee determining the advisabil- 
ity of investments of sacred trust funds, if 
fortified with information and data gathered 
through the medium of a properly organized 
and completely equipped industrial division, 
are very materially assisted in throwing 
about these investments every possible form 
of safeguard. The field of may 
also quite properly be extended to smaller 
financial institutions located in the outlying 
geographical centers, many of loans 
frequently are influenced through considera- 
tions of personal contact over a period of 
years rather than a knowledge of the particu- 
lar economic conditions existing in other see- 
tions of the country which may have a direct 
bearing on the individual loan in the isolated 
community. 


usefulness 


whose 


The sphere of usefulness for the industrial 
division is very sharply separated from the 
activities invoived in the transactions grow- 
ing out of the non-operating receivership, 
bankruptcy or liquidation. The burden of 
the industrial Division is to prevent or fore- 
stall dissolution and pro- 
vided its offices are engaged before the dam- 
age is actually done, whereas the non-operat- 
ing receivership, the bankruptcy or the liquid- 
ation belong in the category of those things 
which through want of proper foresight have 
been allowed to slide beyond the pale of pos- 
sible saving. 


consequent loss, 


Witness, for example, the case of the candy 
company with a productive capacity of a mil- 
lion pounds per month; its management in 
the hands of elderly men who failed to keep 
abreast of the times and adopt modern meth- 
ods. They refused to progress with the times. 
Finally their financial obligations were in de- 
fault and the management passed to the in- 
dustrial division. Reorganization was under- 
taken at once and within a year all obliga- 
tions were brought up to date and a splendid 
line of lucrative insured for the 
future. 

Likewise the case of the hot air furnace 
company, and others in widely divergent lines 
of industry, where changes in directorates, 
changes in methods of financing and market- 
ing have secured desired results and pre- 
vented an otherwise sound enterprise from 
going on the financial rocks with consequent 
loss to investors. 
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In fact the ramifications and possibilities 
of usefulness and truly constructive effort 
through the completely organized | and 
equipped industrial division of a bank or 
trust company appear to have no limitations, 
and when conservatively managed, its influ- 
ence in enlarging the clientele of the institu- 
tion of which it is a part should be most 
potent. 

eo fe 
HOW LARGE INCOMES AND ESTATES 
ARE TAXED IN ENGLAND 

Chancellor of the Exchequer Snowden cited 
an instance in the House of Commons re- 
cently as to how the new income tax in 
England affects large incomes: A man 45 
years old, with three children, who is draw- 
ing an income of $250,000 from invested 
capital of $5,600,000, must pay taxes of 
$141,825. If this man wants to insure his 
capital against estate duty payment on his 
death, he must pay a premium of $125,700 
a year. The premium added to the tax, is 
$267,525. or $17,525 more than the man’s in- 
come. In case the taxpayer did not insure 
his capital against the estate duty, the gov- 
ernment would take more than half his total] 
holdings on his death. 





LARGE eastern trust 

wii) company (resources 

4} over $200,000,000) 

4} was considering its 

next trust department 

advertising. Its ofh- 

cers had eliminated all but two possi- 

bilities—to prepare their own or use 

Purse literature. They welcomed the 

suggestion that opinions of Purse 

service be invited from several banks 

whose size, prestige and individuality 

corresponded to their Company’s— 

banks able to prepare their own ad- 

vertising if they believed it profitable 

to do so. Excerpts from two of these 
banks’ replies are interesting. 


(From Detroit) 


“T am only too glad to speak a word 
for the splendid work which is being 
done by the entire Purse organization. 
Unquestionably, they have been ex- 
ceedingly cautious in preparing trust 
literature and have done a tremen- 
dous amount of good in promoting 
trust business nationally. We find it 
economical to use Purse literature; it 
does what we require at a much lower 
cost than if we had to write and pro- 
duce the material ourselves. All of 
us would like to produce our own lit- 
erature; but sometimes our advertising 
budget, and our limitations as to time 
for writing copy, necessitate that we 
look for other ways to accomplish our 
purpose. That is why we use Purse 
advertising material.” 


(From Cincinnati ) 
“Practically all of our direct-mail ad- 
vertising in the last ten years has 
been purchased from The Purse Com- 
pany, because we have continuously 
had very good results from their ma- 
terial. We have our own Advertis- 
ing Department, but have not at- 
tempted to write any advertising for 
direct-mail purposes, although we oc- 
casionally write our own newspaper 
copy for the Trust Department. Even 
in the case of the latter, we generally 
use the Purse copy as a guide. 


“Personally, I do not believe that a 
bank can afford to put out its own 
direct-mail matter on trust service. 
The copy must be carefully prepared, 
printed in a dignified style; and a 
careful study of trust acvertising all 
over the country has convinced us 
that the work of The Purse Company 
is seldom improved upon by any 
other advertising agency or advertis- 
ing department. To illustrate the 
power of Purse literature: a direct- 
mail campaign we recently purchased 
from them brought inquiries from 
over 10% of our list within 10 days 
after the first mailing.” 


7 


No bank is too large, nor too small, 
to use Purse service profitably. One 
of our nearly 100 campaigns can be 
adapted to your every requirement. 
Ask for details—address: “The Purse 
Company, Chattanooga, Tennessee.” 


THE PURSE COMPANY:-CHATTANOOGA: TENNESSEE 


Headquarters for Trust Department Advertising Since 1912 
NEW YORK - CHICAGO+ LOS ANGELES - BOSTON - BUFFALO - TORONTO 





TUTTE 


ANOTHER EXAMPLE OF JUDICIAL HINDSIGHT IN 
DEALING WITH TRUST INVESTMENTS 


PREROGATIVE COURT OF NEW JERSEY REDUCES EXECUTORS’ COMMISSIONS 
FOR LACK OF INFALLIBLE FORESIGHT 


ORPORATE fiduciaries who are inter- 

ested in keeping track of the vagaries 

of certain types of judicial mind in 
interpreting the responsibilities of trust com- 
panies and banks as executors or trustees 
relative to the retention or disposal of se- 
curities held in trust estates, will find more 
food for thought in the language employed 
by the Prerogative Court of New Jersey in 
a more recent case in which the executors— 
one of which is a trust company—were pe- 
nalized by reduced commissions because they 
did not hastily dispose of securities before 
the stock market crash. The attitude of the 
court, in demanding superhuman foresight 
from trust companies, bears a remarkable re- 
semblance to that voiced by Surrogate Slater 
in the now famous Clark case which was re- 
cently reversed by the Court of Appeals of 
New York. 

The latest novel expression of “Jersey 
Justice” is based upon a case where the tes- 
tator left an estate which was inventoried at 
about $258,000, of which approximately $200,- 
000 was represented by security investments 
which he had made over a period of years. 
The balance of the holdings was represented 
by real estate mortgages and real property. 
Unfortunately for the two executors, one of 
whom was a trust company, the testator died 
in August, 1929, some short time before the 
crash in security markets; hence, the securi- 
ties carried a relatively high inventory price. 
With respect to a number, if not all, of the 
securities involved, due to the necessary de- 
lays involved in securing transfers of stock 
from the decedent's name, sales would have 
been impossible to consummate before the 
break in the stock market which occurred 
less than sixty days after the testator’s 
death. The will conferred very broad powers 
upon the executors and trustees, specifically 
authorizing them to retain any investments 
of the testator, whether or not qualified as 
legal investments, and also authorized them 
to make reinvestments without regard to 
legal limitations. 

It should also be borne in mind that the 


New Jersey statute specifically declares that 
wherever any testator shall make invest- 
ments in his lifetime and the same shall 
come into the hands of the executor and 
trustee under his will, who shall have, in 
the exercise of good faith and reasonable 
discretion, continued such investment, the 
fiduciary shall not be accountable for any 
loss by reason of such continuance. Ordi- 
narily, it would seem that a Probate Court 
would be satisfied, in the light of such broad 
powers under the will and authority con- 
ferred by statute, to avoid any suggestion 
of surcharge, particularly when none of the 
beneficiaries had expressed any dissatisfac- 
tion with the administration of the trust or 
had instituted any action to surcharge or 
criticised the fiduciary for retaining high 
grade common stocks which must necessarily 
have depreciated substantially in value be- 
cause of the current depression. 

The trust in question, together with a num- 
ber of high grade bonds and preferred stocks 
of high investment quality, held the follow- 
ing common stocks, which are listed accord- 
ing to the number of shares held, the inven- 
tory value at the death of the testator and 
the value at the date of the accounting in- 
volved in the case: 


Accounting 
Intentory 


Shares 


Company 

Air Reduction Company 
American Brake Shoe & Foundry Co. 
American Smelting & Refining Co....114 
Atchison, Topeka & Santa Fe Railway 

a Re rea rr e 276 
Consolidated Gas. Co. of New York. .167 
Electric Storage Battery Co 84 
New York Centra! Railroad Co 
United Fruit Co 
Texas Corporation. «.........0seccc0ee 
National Biscuit Co 
International Business Machines Corp.210 
Pennsylvania Railroad Co........... 99 
Public Service Corp. of N. J......... 120 
17 Eastman Kodak Co................ 265 


Court Reduces Executors’ Commissions 

It should be borne in mind that this was 
an accounting by the executors, who under 
the will were designated also as trustees 
and it was expected that they would take 
over these identical securities in the trust, 
and in fact had taken them over, to be held 
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under the terms of the original instrument. 
The executors prepared and filed a final ac- 
counting before turning the securities over 
to themselves as trustees, and appropriate 
notice required by the statutes was commu- 
nicated to all parties. interested. The execu- 
tors applied for commissions in the amount 
of approximately 3 per cent, which would 
ordinarily be considered to be fair and usual 
in a case of this type, particularly since the 
two executors must divide the commission 
between them. The court, however, reduced 
the allowance of commissions to approxi- 
mately 2 per cent of the inventory value of 
the corpus and declared that only the au- 
thority for retention conferred by the will 
prevented it from making a surcharge at this 
time, even though the identical securities 
were to be carried over into the trust and 
the shrinkage in value might conceivably be 
recovered during the administration of the 
trust. The court stated further: “The com- 
missions to the executors amount to slightly 
less than 2 per cent on the inventory value 
of the estate and about 2% per cent on the 
present value. The commissions on the in- 
come amount to approximately 5 per cent on 
the total income. I do not feel that larger 
allowances to the executors could be justi- 
fied. There is nothing in the file to indicate 
any unusual service by them and it appears 
from a copy of the bill left with me by the 
proctor for the executors that the executors, 
upon the passing of this account, become 
trustees and continue as such during the 
life of the daughter of the decedent. They 
will be entitled, eventually, to commissions 
not exceeding 5 per cent on the corpus of 
the trust estate and to commissions at a 
‘ate not exceeding 5 per cent on the income 
received by them as trustees. 


Court Takes a Fling at Trust Companies 
“While, as I have said, there is nothing to 
indicate any unusual service by the executors 
in this estate, it does appear that since the 
testator’s death in August, 1929, the value of 
the estate has shrunk from over $258,000 to 
slightly less than $200,000. This shrinkage 
is due, apparently, to stock market condi- 
tions, the testator’s estate being largely com- 
posed, at the time of his death, of stocks 
listed on the New York Stock Exchange, and 
subject to market fluctuations. They are not 
legal investments for trust funds and while 
the will authorized the executors to con- 
tinue the investments and relieved them from 
surcharge for losses arising from such re- 
tention, it would seem to me that common 
business experience should have suggested to 
the executors, at least to the executor trust 
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company, which is supposed to be a special- 
ist in this line of work, and holds itself out 
as such, that immediate sale of these stocks 
at the then market prices would have been 
most advisable, and that their retention 
might very possibly result in a loss to the 
estate. 

“It was common knowledge, not only 
among bankers and trust companies, but the 
general public as well, that the stock market 
condition at the time of testator’s death was 
an unhealthy one, that values were very 
much inflated and that a crash was almost 
sure to occur. In view of this fact, I think 
it was the duty of the executors to dis- 
pose of these stocks immediately upon their 
qualification as executors and that the loss 
to the estate resulting from their failure to 


act should be taken into consideration now 
in awarding them compensation for their 


services. It is only the fact that the will 
authorizes the executors to retain’ these 
stocks that prevents a surcharge now.” 

it is to be regretted that the court has 
seen fit to adopt an attitude of this kind 
with respect to the continued retention of 
high grade common stocks in trust accounts 
where manifestly the wishes of the testator 
were being complied with. The declaration of 
the court that it was “common knowledge. 
not only among bankers and trust companies 
but to the general public as well, tuat the 
stock market condition in August, 1929, was 
unhealthy and a erash was almost certain 
to occur,” is open to serious question. 11 
would seem that if bankers and trust com 
panies and the general public felt that 2 
crash was sure to occur, such a crash would 
have occurred long before the conclusion 
became substantially general. 

The decision is unfortunate, but there is 
some assurance, at least, in the fact that it 
does not represent the conclusions of the 
highest courts of the state. 


°, oe, o, 
~ 1 1 


A booklet on banking personnel, one of 
a series on commercial bank management, 
has been issued by the Bank Management 
Commission of the American Bankers Asso- 
ciation, of which Fred W. Ellsworth, vice- 
president of the Hibernia Bank & Trust 
Company of New Orleans, is chairman. 

Guy A. Thompson of the St. Louis bar, 
has been elected president of the American 
Bar Association. 

The Richmond Trust Company of Virginia 
has been merged with the American Bank & 
Trust Company of Richmond with Oliver J. 
Sands as president. 
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RIGHT OF TRUST COMPANIES TO ADVERTISE FOR AND 
SOLICIT FIDUCIARY BUSINESS 


GOSPEL OF TRUST SERVICE SHOULD BE VIGOROUSLY EXPOUNDED 


WM. S. MILLER 
Vice-President, The Northern Trust Company, Chicago, III. 


(EpiItor’s NOTE: 


or advertising for trust business. 
Mr. Miller shows that the same 
administration of trust 


A feature of the campaign conducted by bar associations against 
corporate fiduciaries is that trust companies should by law be 


prohibited from soliciting 


While lawyers may regard it unethical to advertise, 
rule of ethics 
business and that the statutory authority of banks to act as 


does not apply to the development er 


corporate fiduciaries carries with it the authority to acquaint the public with the advan- 


tages and merits of trust service. 


Vr. Miller also emphasizes the prime need for spread- 


ing the gospel of fiduciary protection at the present time.) 


KF LATE years we hear more and more 
of trust company activities along the 
lines of getting new business and it 

is interesting to note the different points of 
view from which this is regarded by different 
classes of people. At the Trust Company Con- 
ference in 1929 most illuminating and inspir- 
ing talks were given by various trust com- 
pany officials on the methods employed in 
their respective institutions to increase their 
trust business. These same talks were used 
recently by the Honorable George A. Slater, 
Surrogate of Westchester County, New York. 
in a talk he gave before the Bar Association 
in New York as the basis of a portion of his 
attack on trust companies for what he re- 
garded as unethical methods of getting new 
business. 


Restrictive Legislation Individual 
We see from time to time bills introduced 


legislatures directed 
solicitation and ad- 


in the various state 
against new business 
vertising by trust companies. While these 
bills are in every instance, I believe, spon 
sored by lawyers they do not in my opinion 
represent any general sentiment on the part 
of the legal profession, but still they are 
presented with sufficient frequency to make 
it worth our while to give some consideration 
to the motivating forces behind them. 

It seems clear to me that those who ad- 
voecate such legislation base their arguments 
on false major premises and as a result 
their conclusions are unsound. Before trust 
companies were organized, lawyers very fre- 
quently were selected by their clients, and 
still are in many instances so selected to act 
as executor and trustee of their clients’ 
estates. No one questions their. right to act 
in these capacities but it must always be 


borne in mind that in so doing they are not 
practicing law but are performing a_ busi- 
ness function. 

While it is unethical for lawyers to adver- 
tise the practice of their profession it does 
not follow that the same rules should be 
followed in any business merely because some 
lawyers are engaged in part in the conduct 
of that business. In Corpus Juris Volume 
2¢ 1024 the author states: 


23, page 


Wrtt1am S. MILLER 
Vice-president, Northern Trust Company 
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“All persons, generally speaking, who are 
capable of making wills are capable of be- 
coming executors and indeed the favor of 
the law extends even further in this respect, 
the general rule being that a testator has 
the right to determine the qualifications and 
suitability of the person selected by him as 
executor and may appoint any one whom he 
deems proper; accordingly, one named as 
executor is not disqualified by old age, bod- 
ily infirmity, lack of business experience or 
ignorance of law.” 

The same rule would apply to the offices 
of administrator and trustee and it is readily 
seen from the foregoing quotation that there 
is no connection between acting as a lawyer 
and acting as executor or trustee. 


Statutory Authority Conferred on Trust 
Companies 

In response to a real public demand laws 
have been passed in practically all of the 
states of the Union authorizing the formation 
of trust companies to act as administrator. 
executor, trustee or in other fiduciary capac- 
ities, and acting under these laws trust com- 
panies are conducting a business not only for 
their own profit but also in the public in- 
terest. It must always be remembered that 
trust companies insofar as they are pursu- 
ing their proper corporate functions are doing 
something which the legislatures have ex- 
pressly said that they can do, namely, con- 
duct the business of acting as executor, 
trustee and in other similar capacities. 

It is in the public interest that any busi- 
ness, particularly one serving the public, 
should be advertised. How is the public 
benefited by withholding from it knowledge 
of the fact that trust companies, especially 
equipped to render the service, are author- 
ized by law to act as administrator, execu- 
tor or trustee of the estates of deceased 
persons. So long as trust companies have the 
right to conduct their particular business 
they should have the same freedom to em- 
ploy business methods in the conduct of their 
business that other corporations have in 
the conduct of theirs. 


The Purpose and Ethics of Trust Advertising 

Admitting then the full right of trust 
companies to advertise and solicit business it 
is well worthy of serious thought on our part 
as to how this is to be done and as to 
whether or not there are any underlying 
rules of business ethics which should be 
adhered to in our new business activities. 
Advertising in itself does not establish trusts 
or put new business on our books. I have 
often heard our advertising manager say that 
the advertising has performed its full func- 


tion when it has brought people to our doors 
to inquire as to what we can do. Our busi- 
ness is a complicated one which cannot be 
“sold” by the use of some clever catchword 
in a flaming poster. 

The establishment of a trust requires 
thought, discussion and advice from any 
source to which the customer may wish to 
go and the general tone of our advertising 
material should recognize these underlying 
facts. A perfect advertisement of some arti- 
cle of merchandise will in itself complete the 
sale of this merchandise. The public reads 
the advertisement, is duly impressed and 
sends in its orders. It is not so, however, 
with us. It is not possible thus easily to 
create business for us and even if it were it 
would not be the proper way in which to do 
it. Too much has to be explained, there are 
too many pros and cons to be considered to 
make it advantageous to have trusts created 
without personal conferences between the 
customer and some one who is qualified to 
explain our service. Our advertisers there- 
fore should only attempt to arouse an inter- 
est, to bring people to our doors, to start the 
ball rolling as it were. 


The Trust Officer and the New Business Man 

This brings us to the work of our new 
business representative, whether he be a 
general officer of the bank or an officer or 
representative whose duties are limited t9 
new business activities. There are two main 
divisions of the work of a trust company— 
the business performing end and the business 
getting end of the work. The men and 
women who actually do the work required in 
administering the various trusts, who by their 
eareful, painstaking devotion to duty have 
brought the trust companies to their pres- 
ent high position in the public eye naturally 
feel that theirs is the great important func- 
tion of the company. Yet at the same time 
new business has to be brought to the com- 
pany, persons interested in the establishment 
of trusts have to have explained to them 
the manifold services trust companies can 
perform. If you have the organization that 
can do the work it is of vital importance to 
let the public know what you can do. 


I am not going to attempt to pass on the 
relative importance of the two branches of 
work but to emphasize the actual importance 
of each branch. A generation ago the same 
individuals performed both functions and the 
same is true to a considerable extent in some 
organizations today. The same officers who 
have charge of the business performing end 
are the ones who interview prospective cus- 
tomers and are to the forefront in new busi- 
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HE Lawyers Mortgage Company re- 
stricts its lending to Greater New 
York, Westchester and Nassau Counties. 


Within this area—the largest and most 
rapidly growing metropolis in the world 
—the Company operates only in carefully 
selected sections. As a further precaution 
it has for 27 years limited mortgages to 
business and residence properties—both 
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Proven Principles of Safety 


LAWYERS MORTGAGE 


COMPANY 
Capital and Surplus $22,000,000 












necessities regardless of conditions. No 
loans are made on hotels, apartment hotels, 
towering office buildings, theaters, garages, 
factories, leaseholds, or any special buildings. 


The Lawyers Mortgage Company has, 
and always will, avoid extremes and ad- 
here to the broad middle course of proven 
values and proven principles of safety. 
No loss to any investor. 


Richard M. Hurd, President 


345 Madison Avenue, at 44th Street, New York City 
Branch Offices: Brooklyn, Jamaica, Mount Vernon 


ness activities. But the tendency now is to 
separate the work to a certain extent and in 
larger institutions particularly to establish 


new business departments. 
Some men have greater aptitude in the 
work required in carrying on the trusts, 


others have a stronger bent toward develop- 
ing new business and for these reasons as 
well as to promote greater efficiency and 
thereby serve the public better the two 
branches of work are to a certain extent 
segregated. Whenever this is done the new 
business department and so-called new busi 
ness men should be in the closest possible 
contact with the actual trust performance 
work of the company. The job of the man 
who has contact with a prospective customer 
is to tell that person what the company can 
do in the line of service and in order to do 
this he must know what work it has done 
and is then doing. 

The new business man is and should al- 
Ways be regarded as an integral part of the 
organization. Sometimes a prospective cus- 
tomer is to be interviewed at his or her office 
or home and sometimes at the office of the 
company. In every case the duty of the 
trust company representative is the same, 
hamely, to acquaint the person with the serv- 
ice which the company can perform and to 








see if that service will be of advantage to 
the customer. * * * 


Determining Need and Type of Trust 

No general rules can be laid down cover- 
ing the establishment of trusts. Each person 
has a problem of his own which he or she 
must decide. Where this person confers with 
a representative of a trust company as to 
his or her particular problem, this repre- 
sentative must put himself in the position of 
the customer and give all information and ad- 
vice from that standpoint. The customer is 
entitled to know all the arguments both pro 
and con and then make his own decision. 


From the immediate selfish standpoint it 
might be thought by some that it would be 
good business to try to persuade every one 
thinking of establishing a trust to create 
one lasting as long as the law will allow but 
this in my opinion would be neither good 
morals nor good business. It is not good 
morals because the trust company repre- 
sentative has not given to the customer the 
knowledge, experience and advice to which 
he or she is entitled. It is not good business 
because in the long run the reputation of 
any trust company will be harmed by any 
such tactics. Also a trust under a will or 
revocable trust can be changed by the creator 
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of the trust at any time and once he or she 
feels that disinterested advice has not been 
given then the probability is that another 
trustee will be selected because confidence 
in the first one will be impaired. * * * 
Securing Legal Advice 

customer talks directly with a 
about the establishment of 


Where a 
trust company 


a trust without first having taken it up with 
or her lawyer or other adviser then I 
believe that the trust company representative 


his 


should suggest to the customer that he or 
she confer with his or her adviser. Cus- 
tomers are entitled to all the advice they 
want and the obtaining of outside counsel 
or the suggesting that such counsel be ob- 
tained is the best answer in the world to 
any suggestion that the trust company advice 
was not entirely disinterested. I realize, of 
course, that there are occasions where cus- 
tomers are referred to their attorneys and 
the advice from these attorneys has not been 
fair to trust companies but such occasions 
are the exception rather than the rule, and 
do not make me change from my belief that 
full opportunity should be given to every 
one to obtain outside advice. 

I do not mean by this, however, that cus- 
tomers should be compelled to receive out- 
side advice. Trust company officials have 
a world of knowledge and experience cover: 
ing the administration of trusts. They know 
the terms on which trusts are being estab- 
lished and how they work as it were, and the 
eustomer has a right to this knowledge and 
experience and should not be hampered in 
any way in the giving of it. The customer 
may know just what he or she wants to do 
without advice from any one or may have 


HOWARD BRUCE 
MORRIS WHITRIDGE 


JOSEPH B. KIRBY 
ROBERT GARRETT 


no lawyer or might have a perfectly good 
reason for not wanting to confer with such 
lawyer and may be thoroughly satisfied to 
act on the information obtained from the 
trust company and in any such ease it is 
lard to see how the public is benefitted by 
compelling the customer to ask advice from 
some person from whom he does not want it. 

In making this statement I am purposely 
not going into the question of what attorney 
shall draft the trust instrument, as I am 
not attempting to go into the subject of what 
constitutes the practice of law by trust com- 
panies. In what I have said I do not mean 
to convey the idea, and hope that I have not 
done so, that there should be any hesitation 
or backwardness on our part in spreading 
the gospel of trust company service. 


Great Need of Trust Protection and Service 

Our business is that of preserving and pro- 
tecting property for the benefit of the owners 
or beneficiaries selected by them. The value 
of our systematic care of estates and our 
well-known conservatism in their manage- 
ment has never been so apparent as at the 
present time. We have every right to ac- 
quaint the public with our service by ad- 
vertisements and other forms of publicity, 
and so long as our business is properly con- 
ducted the public is benefited by such pub- 
licity. As a part and parcel of all publicity 
efforts comes the personal face to face ex- 
planation of our service which necessarily 
follows, and in that we should all bear in 
mind the duty we have to make use of our 
own broad trust experiences in viewing the 
questions at issue in connection with the 
establishing of a trust from the standpoint 
of our customer. 
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MNAERLEM COMMUTERS LEFT BY STAGE 
FROM THE FOOT OF BOWERY LANE 
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By 1805 regular stage service had been established to Haerlem, Greenwich 

Village and Manhattanville. From the Bull’s Head Tavern, New York's 

first commuters, many of them stockholders and customers of the Bank of 

New York, took stage for their farms and country estates beyond the 
northern limits of the City. 


ITH over a century of trust experience, we feel confident 
that our service will be of inestimable value to anyone 
contemplating a trust of whatever character. 

Under the unique charter of this bank, its trustees are elected 
for life or “good behavior.” Thus a continuity of manage- 
ment is guaranteed to the creators of trusts, giving comfortable 
assurance that their wishes will be carefully carried out for 
generations to come. 


BANK of NEW YORK 
and TRUST COMPANY 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS $20,000,000 


NEW YORK ] J ¢ 
de 48 Watt Street, NEw York 


MEMBERSHIP 
NUMBER ONE Uptown Office : 


* Madison Avenue at 63rd Street 
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....when Policies Are Assigned 


Four factors determine the adequacy of a life insurance 
policy as collateral: 


|. The amount of cash that can be realized from the collateral. 

2. Whether good title can be conveyed to the lender. 

3. What precautions the lender must take to make certain that 
the policy will not decrease in value. 

. Whether it can be readily converted into cash when the 
debt matures. 


These, plus such factors as the Limit to be Loaned, 
Payment of Premiums, Parties to the Transfer and Form 
of Assignment are discussed in a brief ''Guide for Bank 
Officials.'' Sent gladly on receipt of coupon below. 
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about a life insurance ca- Dept. of Publications 


The CONN. MUTUAL Life Ins. Co. 
reer! To really understand Se Cun 


this busi is to like it : 
Tens agge > slain [_]l would like to receive a copy of 


immensely. We have pre- “Guide for Bank Officials." 


pared a free booklet tell- [| would like to receive a copy of 
ing all about "Life Insur- your booklet, "Life Insurance as a 
ance as a Vocation.’ May Vocation." 


we send you a copy? 
(NAME) 


(BANK) 
(ST. and NO.) 
(CITY) (STATE) 





FRANK ADVICE REGARDING BUSINESS INSURANCE 
TRUSTS AS BUSINESS PRODUCERS 


PROBLEMS TO CONSIDER IN DEVELOPING THIS TYPE OF FIDUCIARY SERVJ.CE 


CHARLTON ALEXANDER 
Vice-President, Mississippi Valley Trust Company, St. Louis, Mo. 


(EDITOR’s NOTE: 


The business insurance trust is hailed by many trust company 


officials as both peculiarly opportune in developing a relatively new type of fiduciary 


protection and as @ means of favorable approach to prospects. 
to some grave doubts as to current methods and objectives. 


Mr. Alexander confesses 
He has made an exhaustive 


and nationwide study of the subject in connection with his forthcoming book on “Con- 


servation of Business” which 


will treat comprehensively of the use of the business 
insurance trust, particularly from the standpoint of the business and its owners. 


The 


following is the substance of his recent address at the Mid-Continent Trust Conference.) 


NCE upon a time there was a little 

boy who wanted to work his way 

on a ecanal-boat. He was assigned 
the task of leading the mule along the bank. 
After he had gone ten miles he concluded 
that there was very little difference between 
that and walking! 

The business insurance trust is not a good 
business producer, and should not be util- 
ized by a trust company as an approach to 
personal trust business. However, there are 
some of the more thoughtful trust officials 
who are still using it as such, and it is high 
time that someone should point out to them 
what appears to be the easier and more di- 
rect route to their destination. 

The volume of business insurance is in- 
creasing, while the volume of business in- 
surance trusts with a corporate trustee is 
hardly more than holding its own. The aver- 
age amount of such new business in 56 of 
the leading trust companies in 1930 was 
$500,000. The average amount of insurance 
deposited under each such trust agreement 
in the larger cities was about $55,000, and in 
the smaller cities about $30,000. It is hardly 
more than 3 per cent of the personal trust 
business. If each business insurance trust 
had produced its volume in other personal 
trust business, (which it did not) the amount 
of such business so produced would have 
been less than $500,000 for each trust com- 
pany, and the cost of obtaining such business 
ordinarily would closely approximate the 
present value of all the business so obtained. 
Verily, those who advocate such an approach 
to new business must believe in the theory 
that the tail really does wag the dog! 


Difficulties in Handling Business Insurance 
Trusts 

As it is usually presented, there is no trust 
business that at first so readily engages the 
attention and interest of the prospect as the 
business insurance trust. Why is this? Each 
prospect subconsciously feels that he will be 
the last to die. This failing is vigorously en- 
couraged, as well as the “blue-sky” sales ap- 
peal of getting something for nothing. Un- 


CHARLTON ALEXANDER 


Vice-president, Mississippi Valley Trust Company of 
St. Louis 
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less the case is closed while you have your 
prospect in this happy frame of mind, it 
rarely ever is closed. The cost and the 
gamble by his family begin to loom larger 
and larger in his mind, and he gradually 
cools off and mistrusts your sincerity. 

Both experience in selling and the results 
of advertising campaigns, hardly without ex- 
ception, have demonstrated this. Of the few 
trust companies who have advertised for this 


business, the responses were, in the main, 
overwhelming, while the actual business 
closed was negligible. Besides, the replies 


necessitated follow-ups, which proved most 
of the business to be trashy, but which had 
to be dealt with because it had been solicited. 

Of course, this great number of contacts, 
no doubt, produced leads to other worth- 
while business—any kind of contacts will— 
but the cost per item, in all probability, 
proved to be higher than if the personal 
business had been solicited directly, and the 
business insurance trust had been made a 
secondary consideration as a part of the es- 
tate plan. 

It is generally conceded that the business 
insurance trust has no value in itself to the 
trust company. It fraught with much 
trouble in handling before a death, and much 
dynamite afterwards. Where both members 
of a firm are 45 years old. the total present 
value of their business insurance trusts to 
the trust company, per $1000 of all insurance 
deposited thereunder, is about SO cents. For 
three associates the value is less than two- 
thirds of that figure. 

If the insurance deposited under the trust 
is $50,000, the present value of the business 
will be $40.00, If your solicitor is entitled 
to receive 20 per cent of this, (as salesmen 
for many other businesses receive) he will 
get the handsome sum of $8.00. Your solici- 
tor has got to follow through on such busi- 
ness to get by financially and with you. Now, 
if he is receiving $500.00 per month, he is 
receiving $2.73 per working hour, and he will 
have to hustle to close up the business in a 
little less than three hours to justify his pay; 
but if, from the time he gets the lead to the 
time the dotted line is mutilated, he has con- 
sumed more than fifteen hours, the trust 
company has lost money and the solicitor 
might as well have gone fishing, to say noth- 
of the delightful time spent by highly 
paid officials in entertaining prospects hav- 
ing divergent, albeit friendly, views. From 
all of this the conclusion seems inescapable 
that the business insurance trust itself en- 
joys a value of less than the “orphan chile” 
of all trust companies—the Escrow. 


is 


ing 
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Encountering Sales Resistance 

But what of the solicitor who is using the 
business insurance trust as a lead to the 
other business of the prospect? To begin 
with, he must (and should) work with the 
underwriter who is trying to sell the insur- 
ance and who is naturally intent upon hold- 
ing his contact, to say nothing of maintaining 
the dominant position in the negotiations. 
He may be one of the 5 per cent who are 
qualified to talk trusts; but whether he is or 
not, he has his own ideas, which are not in 
the slightest discolored by the prospect of a 
modest share of the premiums. If the under- 
writer encounters unusual sales resistance 
in selling the insurance to the group, the 
trust solicitor will encounter twice as much 
in formulating the agreement. To 
requires fast work and 


resistance 
put it across usually 
high pressure methods. 

Now, high pressure methods have no place 
It is a mild form of 
a few. The trick 
have such pointed 
ob- 


in trust salesmanship. 
blackmail, as practiced by 
is to work fast and 

answers ready for the prospect’s timid 
jections, and to become such a nuisance, that 
rather than fight baek and seem discourteous, 
he pays. But, if you are so unfortunate (or 
fortunate, depending upon how thin-skinned 
you are) as to be hooked up with one of this 
kind of “oo-getters,” you don’t “play 
ball,” you are accused of being a quitter, and 
he brings the crowd down to your vice-presi- 
(or somebody else’s) who really has 
nothing to do anyway, and who dashes off the 
agreement and has it signed then and there. 
Thereafter the sale of the other pusiness be- 
anyone who can be sold 
insurance agreement, 
can be sold anything 


so 


and 


dent, 


because 
business 


comes easy, 
the average 
and by a vice-president, 
on top of God's green earth. 


Approach Angles 

Undoubtedly some desirable business has 
heen secured through the contacts made by 
the business insurance trust appeal, but it 
is not sound selling. If you wanted to sell 
a man who needed an overcoat in the winter- 
time, you would hardly approach the sub- 
ject by demonstrating to him the merits of 
limberger cheese! There are those, no doubt, 
to whom the cheese appeals strongly, and 
who would buy both, but outside of South St. 
Louis they must be rare indeed. Everybody 
needs a will, and nearly everybody needs an 
insurance trust, but comparatively few need 
a business insurance trust. 

A trust company should approach every 
ease from the standpoint of the future widow 
and orphans, and make the business 3 sub- 
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Every form of Fiduciary and Financial Service 
for Banks, Trust Companies, Corporations 

Ancillary Service for pro- 
bating Estates in Pennsylvania. 


A record of more than forty years 


Member 
Philadelphia 
Clearing House 


Capital, Surplus and Profits, over $19,000,000 


Intesrity Trust Gompany 


PHILADELPHIA 


servant consideration to their welfare. They 
are the ones with whom you ultimately must 
deal, and whom you must protect. This is 
not only good business, but also common hu- 
manity. Most business insurance trusts that 
have been written are a gamble with widow’s 
funds. They cannot afford to gamble, or 
even carry any unnecessary Every 
insurance trust, in which the full value of 
the business is represented by new insur- 
ance, is not only a gamble, it is a potential 
gift of the business by the dependents to 
those who are alive and ean fight. 

Wives are interested in their husband’s 
business, and are kept posted on its growth 
and earnings. When the husband dies, the 
wife will get the proceeds of the business 
insurance on his life, which she could have 
had anyway, and the business is gone. What 
are you going to say to such widows when 
they ask you “Where is my husband’s busi- 


hess ?”? 


risks. 


Part of Complete Estate Plan 
The business insurance trust might prop- 
erly be a part of the complete estate plan, 
When soundly arranged, but the estate plan 
Should never be built upon or around the 
business insurance trust. If you do this un- 
Sound thing, the time is sure to come when it 


A Pennsylvania Fiduciary 
and Individuals. 
Member 
Federal Reserve 
System 


will return to haunt your thoughts, 
should the family remain quiescent. 


even 


Then why is it that such an appreciable 
number of trust officials insist that the busi- 
ness insurance trust is a producer of other 
trust business? It is probably because it is 
an easy way to get the attention of a pros- 
pect. And why? Because, first, it is an 
approach through his business, with which 
he is most vitally concerned, and not through 
his death, upon which he looks with little 
favor, and, second, because it appeals to be 
a way to get some easy money without hard 
work. We can eliminate the second reason 
as not being worthy of consideration by you. 
Then how about the first? It is perfectly 
sound. By all means approach your pros- 
pect by talking to him about his business and 
its perpetuation, but not about a busiuess in- 
surance trust, which presents so many prob- 
lems and so much sales resistance. If his 
family should need a business insurance trust 
in the estate plan that you shall make for 
him, then plan a business insurance trust for 
him that is sound, and fit it snugly into the 
scheme so that all parts will work harmoni- 
ously together. 

By approaching your prospects from this 
angle you will also be serving your company. 
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FOR SIXTY-THREE YEARS 


this Company has rendered 


distinguished service in settl- 


ing estates as Executor and 


managing property in Trust. 


5 Rhode Island 
Hospital Trust Company 


15 WESTMINSTER ST. 


New England’s 


There is nothing so troublesome and expen- 
sive as the liquidation of a small business as 
a part of an estate. To this extent, and un- 
der other circumstances, with which we are 
not now concerned, the business insurance 
trust really becomes of some value to the 
trust company, and a satisfaction to you by 
reason of a job well done. 

From time to time you will be offered 
business insurance trusts. Take those that 
are sound from the standpoint of the family, 
and give your best service to them. You will 
probably lose money on it, but it is a ser- 
vice that you offer your fellowman, and it 
will not be the first time you have lost. 

Once upon a time there was a little boy 
who had a dime and a quarter. Becoming 
fearful for the safety of his savings, he 
sought out and purchased a stout purse, for 
which he paid the sum of thirty-five cents, 
and thus was left holding the bag! 

a de & 

Typical personnel policies and programs 
set up by a number of leading banks and 
trust companies are described in a compre- 
hensive booklet on “Personnel Management 
in Banks,” issued by the Policyholders Serv- 
ice Bureau of the Metropolitan Life Insur- 
ance Company of New York. 


Oldest 


PROVIDENCE, R. I. 


Trust Company 


NEW OFFICERS AND DIRECTORS OF THE 
FINANCIAL ADVERTISERS ASSOCIATION 

At the recent convention of the Financial 
Advertisers Association, the following officers 
and directors were elected: 

President, C. H. McMahon, assistant vice- 
president, First National Bank, Detroit. 

First vice-president, H. A. Lyon, advertising 
manager, Bankers Trust Company, New York. 

Second vice-president, Alva G. Maxwell, 
vice-president, Citizens & Southern National 
3ank, Atlanta, Ga, 

Third vice-president, I. I. Sperling, as- 
sistant vice-president, Cleveland Trust Co. 

Treasurer, E. A. Hintz, cashier, Peoples 
Trust and Savings Bank, Chicago. 

New directors are: C. Delano Ames, Mary- 
land Trust Company, Baltimore, Md.; Leo- 
pold Chambliss, Fidelity Union Trust Com- 
pany, Newark, N. J.; George Dock, Jr., Halsey 
Stuart & Company, N. Y.; F. R. Kerman, 
Transamerica Corporation, San Francisco, 
Cal.; Don Knowlton, Union Trust Company, 
Cleveland, O.; Joseph J. Levin, A. G. Becker 
& Company; H. Fred Oltman, Grand Rapids 
Savings Bank; H. Ennis Jones, Franklin 
Trust Co. Phila.; W. A. Stark, Fifth-Third 
Union Bank & Trust Company, Cincinnati, 0. 





FACING THE FACTS AS TO BANK FAILURES 


DEMAND FOR NEW LEADERSHIP AND SCIENCE OF MANAGEMENT 


CRAIG B. HAZLEWOOD 
Vice-president, First National Bank of Chicago 


(Epitor’s NOTE: 


The history of banking and economic progress reveals that some 


of the most constructive measures are those born of periods of great trial and testing. 
If that philosophy holds true of the present situation, particularly as related to banking 
solvency, then there exists rare opportunity for American bankers to raise their business 


to higher and more secure standards than ever before. 


Mr. Hazlewood sounds the tocsin 


for a new type of leadership in banking which recognizes a@ common responsibility and 
duty. He digs deeply and frankly into the causes of banking failures which reveal identical 


characteristics, although details may vary. 


Mr. Hazlewood points to the solution which 


must come from the enforcement of scientific principles of management and of cooperative 
measures instead of wndue reliance upon legislative or supervisory safeguards.) 


T is time that we take our latitude and 

longitude in relation to the general bank- 

ing situation. As we survey the persist- 
ence and your record of bank failures, the 
trend to rising expense ratios and narrowing 
profit margins, we ought to ask ourselves 
some frank questions. Shall we surrender 
our banks to these conditions, or shall we, 
in active cooperation with our competitors, 
control them? Shall we master the situation, 
or be mastered by it? Shall the solution of 
these manifold problems be assumed by those 
outside the banking business, or shall they 
be solved in the inner councils of the pro- 
fession itself? 

These are not theories, but realities that 
confront us. The profits of banks, their 
solvency, the welfare of communities, and the 
reputation of the banking profession itself 
are at stake. Can any intelligent banker, 
regardless of the position of his bank, re- 
main indifferent to the situation? Witness- 
ing the suspension of unsoundly operated 
banks in some communities, and the unjusti- 
fied withdrawal of deposits from well-man- 
aged banks because of loss of public con- 
fidence, can he still maintain honestly that 
the situation is of no concern to him? 


Constructive Measures Borne of Great 
Difficulties 

It is not an uncommon experience in the 
history of American business for great con- 
structive measures to spring out of great 
difficulties. Beset on every side with per- 
plexing problems, men are compelled to re- 
sort to that constructive thinking which un- 
ravels intricate problems and determines the 
direction of progress. Under the stress of 
business hardship, men turn with open minds 


and with a new intellectual frankness to 
evaluate their business procedure. Every 
operation must justify itself. Every method 
must prove its merit. Nothing is accepted 
upon authority. If it be true, as someone 
has said, that “None too many men in any 
age really mount to thinkers’ thrones,” it is 
also true that the most intelligent thinking 
and the most constructive measures, invari- 
ably grow out of the most trying times. 


Scientific bank management is no longer 
a thing merely to be hoped for; it is impera- 
tive to survival. Stated simply but candidly, 
the management of every bank, regardless 
of whether it is chain, branch, group, or unit, 
is today confronted with the necessity of 
practicing scientific management or facing 
certain elimination. There are no other al- 
ternatives. Unless I am far afield in my 
judgment, we have, fortunately, now begun 
to recognize the situation. As a result, there 
is emerging today a definite and determined 
movement in the direction of scientific man- 
agement in American banking. And it is my 
opinion that it is the most significant and 
outstanding development of recent years in 
our banking system. Its objective is the in- 
troduction or extension of sound and profit- 
able management methods in every bank, re- 
gardless of its size or location. The only effec- 
tive weapon by which this objective can be 
achieved, and by which mismanagement and 
unintelligent operation can be eliminated, is 
the widespread dissemination of fundamen- 
tal management knowledge to every banker 
in every bank, 


Facing the Facts as to Bank Failures 
The most direct approach to a solution of 
the major problems that confront American 
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banking is to face facts frankly. Six to 
seven thousand bank failures in a decade, 
with over 1,300 in 1930 and the grim record 
continuing during the present year without 
any appreciable let-up, have not only created 
such major banking problems, but, unfor- 
tunately, have kept our banking system con- 
stantly in the public eye. 

I have had the opportunity of looking over 
the affairs of a good many sick banks, and 
of a number of those which have expired. It 
is remarkable that while the story varies in 
detail, the principal characteristics are the 
same. By identifying these general causes 
it becomes possible to determine where the 
remedy lies. Over and over again there is 
unmistakable evidence of bad judgment and 
careless methods, of a poor conception of 
what bank assets should be, of an unreason- 
able zeal to “take care” of the depositor, to 
grant favors to someone who controls busi- 
ness, to loan too much to favored interests, 
to grant credit on a “good fellow” basis, to 
loan on the theory that somebody is “good” 
without substantiating facts being in hand. 

We find also, as the result of untrained 
security buying, a tendency to purchase for a 
rate, with insufficient analysis of the credit 
involved and with little attention to market- 
ability. We find security portfolios contain- 
ing enormous market-wise losses on bonds, 
principally those of long maturity. Too often 
we find too large a proportion of farm mort- 
gages or city real estate mortgages, or com- 
mercial loans based on mortgages. Then 
there are the loans to people who have mort- 
gaged their property to others and who make 
up a statement showing equities, some of 
which are real, no doubt, but some of which 
are very difficult to realize on. Frequently, 
we find loans on second or third mortgages, 
and on non-income property. In many cases 
loans are made on special types of buildings 
which would be difficult to dispose of. Simi- 
larly, we find a number of loans on collateral 
with little or no marketability, and fre- 
quently on stock in the borrower’s own cor- 
poration, which may add nothing to the note 
because if the borrower himself fails it is 
probable that his company may also be in- 
volved. 

Common Failings: Absence of Liquidity 

Then we find, in cases where banks have 
sold mortgages, that the bank itself has fre- 
quently advanced principal or interest rather 
than advise the purchasers of default. Often- 
times, such advances have amounted to large 
sums. Frequently, defaulted mortgages are 
purchased by banks and these ripen into fore- 
closures, Master’s certificates, and other real 
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estate. Loans are sometimes made on con- 
tracts for services to be performed and on a 
pledge of fees, or commissions or other income 
not yet earned. We find collateral loans 
under-margined, or perhaps only partially 
margined, where bankers let the customer 
slip out of the proper position through lack 
of vigilance. 

Some or all of these conditions are to be 
found in every failed bank. Here is a signifi- 
cant thing: In almost every case, besides 
losses, or incipient losses, you will find lack 
of liquidity in the bank’s position, and not 
nearly enough assets which are realizable on 
short notice. In fact, it is a safe generaliza- 
tion to say that no bank has failed which has 
had 50 per cent of its liabilities in primary 
and secondary reserves. Liquidity and fail- 
ure are not to be found in the same bank. 
Almost invariably, a good bank is liquid and 
possesses flexibility in its position, while a 
poor bank is over-loaned and partially frozen. 
Many bankers have lost, or apparently have 
never had, the fundamental concept that de- 
posits are liabilities to be paid if called upon, 
that assets are to be used to meet these lia- 
bilities and must be collectible and on rea- 
sonably short notice. The term “capital loans” 
does not seen to be fully understood. 

Some bankers seem to delegate infallibility 
to themselves in choosing investments that 
are permanent to offset liabilities that are 
payable on demand. It is a curious twist 
of logic that the officials of some banks which 
have closed explain the matter by saying 
that their assets were frozen and seem to ex- 
pect the public to accept this as a justifiable 
and sufficient excuse. It is perfectly true 
that any bank under present conditions will 
have some slow assets, but if the total of 
these slow assets is more than the capital 
funds invested in the business by the stock- 
holders, and includes part of the depositors’ 
money, then something has been wrong with 
the conduct of the bank in the past. It is 
possible to operate a sound bank in any town 
or city or state in the United States where 
there are deposits in sufficient volume to sup- 
port it—competitive conditions, or economic 
conditions, or anything short of local dis- 
aster to the contrary notwithstanding. 


Too Many Amateurs in Banking 
There is no substitute for management. 
Under our unit system of banking there ex- 
ists the absolute option of running a good 


bank or a poor one. With the absolute free- 
dom of action that prevails in America, 4 
banker may chart his own course, he may 
justify confidence, or pervert his trust just 
exactly as he chooses to do. He is a free 
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agent. There must be a changed course, a 
new conception of what constitutes good bank 
management, some definite improvement in 
the methods and practices of thousands of 
banks in this country. We have had far too 
much unthinking, untrained, unscientific, 
happy-go-lucky banking methods. We have 
had too many amateurs in the banking busi- 
ness. It is a business which can easily be 
conducted properly; and yet it is a business 
which can also easily be operated improperly. 
We have been spoiled and coddled by being 
told that we were the leaders of the com- 
munity and that what the banker said and 
thought was law and gospel. 

We need a new conception of values and 
new judgment as to what is absolutely sound 
and proper. We have frequently gone along 
in an optimistic and blind way to the point 
where the results of our mistakes are forced 
upon our consciousness. We have been 
brought face to face with disaster and losses 
anl we are now becoming aroused to the need 
of radical change after damage to a ma- 
terial extent has been done. It is well, even 
so, that the lessons are coming home to us, 
that the consequences of cause and effect in 
banking methods are being forced upon our 
consciousness, that we are attacking the prob- 
lem with vigor and determination, and that 
we mean to secure reforms from within that 
will make the banking business what it 
should be, a business scientifically managed, 
with the lowest possible ratio of human error, 
with strength, confidence and prestige at- 
tached to it as inseparable and inevitable 
characteristics. 


Problem of Bank Failures Demands an 
Answer 

We are being pressed for an answer to the 
problem of bank failures. 

There is no escape from our responsibility 
to furnish that answer. We are supposed 
to be technical masters of our craft. If all 
of us will think straight and act upon our 
own judgment, we can accomplish almost the 
total elimination of bank failures. As a mat- 
ter of fact, there is no real excuse, barring 
war or acts of God, fora bank to fail. Human 
nature being as it is, mistakes will always 
occur, but if the right principles are em- 
ployed, the number of mistakes can be re- 
duced to the point where very few if any 
banks become insolvent. The solution lies 
absolutely and entirely in the care and jJudg- 
ment used in running our bank—in other 
words, in the management. 


The success of management is aided by 
Wise laws placed upon our statute books, but 


Your 
Oregon Business 


SEND your business of a finan- 
cial or fiduciary nature to the 
Portland Trust and Savings 


Bank. This bank is ready to 


act as your representative in all 
trust matters. 


PORTLAND TRUST 
and SAVINGS BANK 


“Oldest Trust Company in Oregon” 





is not guaranteed by them. The success of 
management is aided by close supervision by 
examining authorities, but such supervision 
cannot assure success. The success of man- 
agement may be materially aided by the ad- 
vice of correspondent banks, or by the ex- 
pert aid afforded by a group banking system; 
but group banking alone does not guarantee 
success if the aims and purposes of the group 
itself are not of high caliber and its manage- 
ment is not skilled and intelligent. The suc- 
cess of management may be aided by a limi- 
ted and local form of branch banking, but 
there is no guarantee that a bank in Detroit 
"an operate a branch in St. Joe to advantage 
or can have any real knowledge of the local 
conditions or the local customers at distant 
points. In. other words, regardless of the 
system of banking, sound management is the 
one indispensable factor. 


Renaissance in Bank Management 

Beginning only two years ago in Chicago, 
with the first conference ever dedicated 
solely to a discussion of the fundamentals of 
management, there has been held a succes- 
sion of meetings and discussions over the 
nation on the important subject of manage- 
ment. County bankers and directors associa- 
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tions, group and state meetings, have all 
been caught in the sweep of this movement. 
The outgrowth of this movement promises to 
be a renaissance in bank management. Thou- 
sands of successful bankers have taken part 
in the discussions, and have contributed their 
thinking to the subject. A new literature on 
the management of banks has also developed, 
enabling every banker to keep abreast of 
current developments in this field. May I 
add, if there are any bankers who have felt 
themselves outside the scope of basic prin- 
ciples of management that have been enun- 
ciated, they must come to terms at last with 
these sound management practices in order 
to insure their banks’ survival. 

The unpardonable sin of the banking busi- 
ness has been the sin of accepting the stew- 
ardship of a community’s funds, of offering 
a bank as a trustee for the earnings and sav- 
ings of men and women, and then not hav- 
ing a sound and conservative program, or aly 
program, for the investment of those funds. 
The keystone of a conservative program for 
the investment of a bank’s funds is a sound 
policy with respect to local loans. So much 
has been said on the folly of unwise expan- 
sion of local loans which eventually wreck 
banks and cause large losses to depositors 
and stockholders, that any remarks on the 
subject seem superfluous. And yet probably 
more banks have paid the penalty of short- 
sightedness in this direction than from any 
other single cause of banking disaster. When 
face to face with the pressure of local inter- 
ests, the influence of business friendships and 
the lure of high interest rates, too many 
bankers have parted company with good 
judgment and sound banking practice and the 
intelligent conversion of a bank’s funds of 
management. To take proper care of the 
banking needs of the community into safe 
and liquid earning assets is the most vital 
phase to maintain a liquid and safe bank, 
and to earn an adequate net income, are 
tasks that require ability, intelligence, and, 
not infrequently, backbone. 


Sound Banking Code Governing Local Loans 
The fundamental principles to observe in 
building a sound local loan program, as they 
have been enunciated in the last few years 
by many successful bankers, are as follows: 
1. A properly proportioned program of 
local loans, secondary reserves, and in- 
vestments based on an analysis and 
classification of the deposits. 
No excess loans, capital loans, or loans 
based on untried and highly speculative 
enterprises, second mortgages, or ac- 
counts receivable. 
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3. Financial statements on unsecured 
loans and proper collateral for secured 
loans. 

Annual liquidation. 

Analysis of losses to reduce this item 
to the minimum. 

Maintain adequate credit files so loan 
making may be based on facts. 

A loan committee to review all large 
loans. 

Limit the credit lines 
may grant. 

A systematie follow-up for 
Compensating balances. 
Diversification in the size of local loans 
to avoid placing the bank’s funds in a 
large number of small unprofitable 
loans, or in a small number of exceed- 
ingly large loans. 

Diversification of loans as to security 
and types of business. 


single officers 


all loans. 


What an Analysis Reveals 


If we could build a local loan program on 
such a foundation, with liquidity, safety, and 
income properly considered, the stage would 
be set for a new measure of banking progress 
in the next decade. Paraphrasing the famil- 
iar statement, it might be said that eternal 
vigilance is the price of good bank manage- 
ment. A bank may apparently be in ex- 
cellent condition, as shown by its statement. 
The assets may be correctly proportioned. 
And yet the bank fails to earn adequate 
profits because of heavy losses which have 
been allowed to creep in as the result of poor 
quality loans and investments. 

Analysis of a number of banks in six 
states reveals that after paying expenses, 
about 25 per cent of every dollar remains as 
net income to take care of losses, dividends, 
and additions to undivided profits. This 
amount might be satisfactory if it were not 
for the fact that losses consume over 60 per 
cent of this net operating profit, and in one 
state almost 100 per cent. If the one item 
of losses in those states could have been re- 
duced one-half, it would have added 75 per 
cent to the net income of the banks. A 
sound and conservative conversion program 
is the first step in the reduction of losses. In 
1930 the net losses of national banks—and 
the same figures presumably hold true for 
state banks—were approximately three- 
fourths of the amount added to undivided 
profits. 


As to Independent and Branch Banking 

I believe that in the future the successful 
independent bank must have larger capital 
funds and a larger volume of deposits than 
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IN CANADA 


The Royal Trust Company is exceptionally 
well equipped to act in any fiduciary 
capacity for corporations or individuals 
desiring the realization or administration 
of assets in Canada. The Company main- 
tains a chain of branches from the Atlantic 
to the Pacific and has assets under ad- 
ministration exceeding $530,000,000. 


THE ROYAL TRUST CO. 


Head Office: 105 St. James Street, Montreal 
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Ottawa 

Quebec 

Saint John, N.B. 

St. John’s, Nfld. 
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CANADA'S Oldest Trust 

Company completes in 1931 
fitty years of progress and 
development. 


Our resources, our experience 


and our Dominion-wide organ- 


ization enable us to serve the 
best interests of our patrons in 
all trust capacities. 


\ ws 
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the numerous small banks which have been 
chartered in the last decade in communities 
too small to support them. I believe, also, 
that it is better in very small communities, 
and outlying sections of cities, to operate 
branches of strong banks located in nearby 
cities, rather than to conduct independent 
banks on an unprofitable and unsound basis. 
I firmly believe local branch banking with 
strong banks operating branches, generally 
Within counties, has many advantages to 
commend it. It should be limited to those 
areas within which a banker has a first- 
hand knowledge of the people, the concerns, 
and the trade conditions of the territory. 
Within these limits, I believe we may lend 
our support and sponsorship to the definite 
economic trend toward local branch banking. 

The major problems that affect banking 
progress demand three things: 

First—Active cooperation with our com- 
petitors to promote the widespread dissemi- 
nation of sound management knowledge. 

Second—The strict observance of scientific 
management principles by every banker in 
the operation of his bank, whether it be 
chain, group, branch, or unit. 


Third—A banking leadership that will 


meet its present problems courageously and 
frankly. 

Let us cooperate, then, to make the bank- 
ing business the most outstanding of ail busi- 
nesses in its management. Let us make it 
secure in that leadership in our economic and 
business life to which its responsibilities as- 
suredly entitle it. That is the opportunity. 
Shall we let it merely slip by and risk the 
consequences, or shall we act definitely, cou- 
rageously, intelligently? 

2, 
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The June issue of the Minnesota Law Re- 
view presents an instructive article on “The 
Power of the States to Tax Intangibles” by 
Professor Henry Rottschaeffer of the Uni- 
versity of Minnesota. 

The Guardian Trust Company of Cleveland 
has declared the 141st consecutive dividend 
since its organization thirty-seven years ago. 

L. L. Titus, vice-president and treasurer of 
the Hadley Falls Trust Company of Holyoke, 
has been elected president of the Massachu- 
setts Bankers Association. 

The City National Bank & Trust Company 
and the National Bank of Olney, a suburb 
of Philadelphia, have completed merger ne- 
gotiations. 
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Federal Reserve Bank 
at Pittsburgh 


HE present vault equipment of the Pittsburgh 

Branch of the Federal Reserve Bank of Cleve- 
land was built and installed by YORK. Now, two 
great new vault doors—a 30 in. rectangular main 
door and a 30 in. circular emergency door—are in 
course of construction at the YORK factory for 
their new building. 


Ome 


This new contract is significant evidence that York 
equipment has fulfilled every requirement and is 
another tribute to YORK preeminence. 


York vault installations in Federal Reserve Banks 
include the following: 


NEW YORK CHICAGO CLEVELAND 
PHILADELPHIA BOSTON MINNEAPOLIS 


and branches at 


CINCINNATI LITTLE ROCK PITTSBURGH 
JACKSONVILLE LOUISVILLE LOS ANGELES 


YORK SAFE & LOCK CO. 


York, Pennsylvania 


Manufacturers and Builders of the World’s Greatest Vaults 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 
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SUMMARY OF PROCEEDINGS 


OF THE 


Seventh Mid-Continent Crust Conference 


HELD AT GRAND RAPIDS, MICH. SEPTEMBER 17TH AND 18TH, 1931 


LTHOUGH the attendance at the sev- 

enth Mid-Continent Trust Conference 

held in Grand Rapids, Mich., Sep- 
tember 17th and 18th was not up to stand- 
ard, the spirited discussion which character- 
ized the sessions made up for the lack of 
numbers. The conference was held under 
the joint auspices of the trust company and 
national bank divisions of the American 
Bankers Association. The presiding officers 
were Edgar L. Mattson, vice-president of the 
Midland National Bank & Trust Company 
of Minneapolis, in the absence of Edmund 8S. 
Wolfe, president of the National Bank Divi- 
sion and president of the First National 


THOs. C. HENNINGS 


Vice-president, Trust Company Division, A.B.A., and 

Vice-president, Mercantile Commerce Bank and Trust 

ompany, St. Louis, who presided at the second session of 
the Mid-Continent Trust Conference 


wank & Trust Company of Bridgeport, Conn. 
and Thomas C. Hennings, vice-president of 
the Trust Company Division and vice-presi- 
dent of the Mercantile-Commerce Bank & 
Trust Company of St. Louis. Addresses pre- 
sented at the conferences appear elsewhere 
in this issue of TRusT COMPANIES Magazine. 

Two subjects which received major atten- 
tion in the open discussions related to the 
policies to be observed by trust departments 
in view of the attitude of bar associations 
and the development of business insurance 
trusts. Informal statements evidenced that 
trust business has continued remarkably ac- 
tive, especially living and life insurance 


JOSEPH H. BREWER 


President, Grand Rapids National Bank and General 
Chairman for the Mid-Continent Trust Conference held 
recently at Grand Rapids, Mich. 
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trusts, notwithstanding general business con- 
ditions. William S. Miller, vice-president of 
the Northern Trust Company of Chicago 
started the ball rolling with an address on 
“Ethics of Selling Trust Service’ in which 
he defended the right of trust departments 
to actively advertise and solicit fiduciary 
work. Speaking from mature experience 
Fred M. Staker, assistant vice-president of 
the Commerce Trust Company of Kansas 
City, Mo., submitted pithy conclusions as to 
“Advertising that Pays.” This was followed 
at the opening session by a paper on the 
technique of personal solicitation by M. E. 
Watkins of the Macomb Trust Company of 
Mount Clemens, Mich. 

The first speaker called upon by Chairman 
Hennings at the second session was Leaman 
A. Cambrey, vice-president of the First Na- 
tional Bank & Trust Company of Flint, 
Mich., who spoke on “Living Trusts and 
Their Possibilities.” E. L. Colegrove, second 
vice-president of the Guaranty Trust Com- 
pany of New York described the effective 
policies employed by his company in “Selling 
Living Trusts.” A timely address was that 
by Edgar L. Mattson, vice-president of the 
Midland National Bank & Trust Company 
of Minneapolis on “Trust Investment Prob- 
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lems.” A feature of the program was the 
address by Julius C. Peter, vice-president of 
the Detroit Trust Company on “Commingled 
Trust Funds.” 

Charlton Alexander, vice-president of the 
Mississippi Valley Trust Company presentea 
a paper at the third session which brought 
out lively debate. It was on “Business In- 
surance Trusts as Business Producers.” Rome 
C. Stephenson, president of the American 
Bankers Association gave some reflections on 
“Trust Department Responsibilities.” F. R. 
Barney of the San Angelo National Bank of 
Texas dwelt on “Systematic Review of Trust 
Investments.” 

The closing session brought Daniel J. 
Monen, trust officer of the Omaha National 
Bank with a paper on “Cost and Compensa- 
tion;” John E. Kirk, vice-president of the 
National Bank of Topeka, Kansas on “Will 
Planning” and Louis S. Headley, vice-presi- 
dent of the First Trust Company of St. Paul 
on “Legal Liabilities of Directors with Re- 
spect to Their Trust Departments.” 

Thomas C. Hennings, vice-president of the 
Mercantile-Commerce Bank & Trust Com- 
pany of St. Louis, in opening the conference 
emphasized the safeguards necessary in han- 
dling estates. 





CURRENT PROBLEMS IN THE INVESTMENT OF 
TRUST FUNDS 


CHANGING ASPECTS OF VARIOUS TYPES OF SECURITIES 


EDGAR L. MATTSON 
Vice-president and Trust Officer, Mid!and National Bank and Trust Company, Minneapolis, Minn. 


(EDITOR’S NOTE: 


Numerous and drastic changes which have within the past few 


years affected securities available or legal for investment of trust funds, impose upon 


trust officials the duty of exercising constant vigilance and care. 


Mr. Mattson dwelt 


upon some of the problems presented in his address at the recent Mid-Continent Trust 


Conference. ) 


T the very start of a fiduciary under- 
taking problems confronted are nu- 
merous, including such as correct in- 

terpretations of the will, indenture, or con- 
tract, and proper records and instructions are 
necessary for future guidance and action. In- 
vestment problems must be carefully and 
promptly considered, for even if cash is not 
awaiting a suitable investment, a course of 
action must be determined as to what to do 
or not to do with real estate, frequently en- 
cumbered, stocks, notes, mortgages and other 
assets received with due consideration to the 
often divergent interests of income _ benefi- 
ciaries and the devisees. Retaining unauthor- 
ized investments is the same as making them. 
When the trustee receives stocks, and par- 
ticularly those in which the testator was in- 
terested, frequently to the extent of control 
or a dominating position, which have been 
dividend payers, there is with almost no ex- 
ception opposition from the family to the 
disposal of same, even though they are not 
of a class that may be regarded as proper 
investments on the part of the trustee. 


Mindful of Constant Change Affecting 
Trust Administration 
It has been well said that, “Nothing is 
constant but change,” and this particularly 
applies to the period in which we are living. 


I am reminded of the proceedings of the 
Tenth Mid-Winter Conference (note the date, 
February, 1929) when a speaker discussed 
the public demand that trustees invest in 
common stocks when authority is available 
for so doing. May I make one quotation: 
“The investment must be limited to the 
stocks of seasoned companies enjoying a wide 
and ready market.” What of the vagaries of 
market of seasoned companies that enjoyed 
a wide and ready market at that date? 

Do not accept or buy to lay away and ne- 


glect. It is necessary to be ever-watchful, 
your investigations and analysis must be con- 
stant if you will know how to buy and when 
to sell. The crash of 1929, which affected 
milloins of buyers of stock who borrowed bil- 
lions on the fictitious theory that buying de- 
mand rather than values and earning ca- 
pacity, both of which are themselves subject 
to change, governs, has profoundly affected 
the opinion of those who regard it the duty 
of trust officers to increase principal through 
buying that which in any way may be specu- 
lative. Stocks represent ownership and are 
well designated as equities, Outstanding 
bonds, debentures, note issues and obliga- 


Epcar L. MATTsSON 


Vice-president of the Midland National Bank and Trust Co. 
of Minneapolis, Minn. 
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tions of all kinds must be liquidated before 
stockholders may participate in assets. 


Varying Rules Governing Investment of 
Trust Funds 

All investments require the combined scru- 
tiny and judgment of the most seasoned and 
capable officers and should be made only 
when authorized by the investment commit- 
tee. Proper records should be kept of all 
acts of the investment committee as evidence 
of the care exercised. 

There is no general rule governing the in- 
vestment of trust funds in this country. The 
trustee must be governed by statutes and de- 
cisions in its own state. In some states the 
trustee may, even though they are not legal, 
continue investments made by the creator of 
a trust; in other states it may not do so. 
Permissive provisions by the creator may be 
made to cover this point, and it is often es- 
sential that these provisions be made if cer- 
tain situations are to be happily solved. 
Trustee should not purchase securities from 
itself, its affiliates or subsidiaries. Unless in- 
vestment clause specifically states that trus- 
tee is not limited to so-called authorized or 
legal securities, trustee should so limit the 
investment. In certain states trust compa- 


nies are held responsible for the validity, reg- 


ularity, quality, value and genuineness of all 
investments. In making investments it is 
well to consider the matter of safety of prin- 
cipal, maturity, diversification, marketability, 
record of past performance, what of its fu- 
ture, and inquire with care into the matter 
of gross earnings, net earnings and working 
capital. 


Recognized Investment Media 

While this is not an occasion to make de- 
tailed analysis of the various types of in- 
vestment, it might be well to review some of 
the characteristics of recognized investment 
media. 

It does not seem necessary to comment on 
municipal bonds as the high-grade obligations 
have fully demonstrated their worth, At the 
same time, as is well known, they are legal 
only in certain states and then often subject 
to restrictive provisions. One of the prime 
investment groups is still the secured obli- 
gations of railroad companies. While the 
present low ebb of business has had a marked 
effect on earnings, threatening elimination of 
certain issues from legal lists, conservative 
investment opinion still holds the obligations 
of carriers as desirable investments for trust 
funds. 

To some of the younger trust men whose 
business experience does not extend to sev- 
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eral past major depressions, the drastic de- 
cline in earnings and market price of some 
of our railroad bonds must be surprising in- 
deed. Several years ago, the requirements of 
trust fund statutes may have seemed to be 
unnecessarily conservative, but their justifi- 
cation is readily apparent now that the coun- 
try is experiencing a major depression. It 
must be with a sense of great satisfaction 
that investment officers, who have consistent- 
ly insisted that trust funds be invested in 
bonds of only the highest rating, see quota- 
tions of these prime obligations hold steadily, 
while bonds of lesser rating show a substan- 
tial loss in market value. 

The question of maturity of rail bonds is 
today occupying more attention than for- 
merly, due to increased competition from 
sources outside the railroad itself. Likewise, 
the territory served by the carrier, traffic 
density and the character and record of its 
management are receiving more weight to- 
day than before. Certainly, such vital fac- 
tors as the trend of revenue, of expenses and 
net earnings are being studied more than 
ever. During the depression of 1920-21, even 
the highest grade rails showed declines in 
price, and one of the interesting post-war de- 
velopments was the comparatively rapid re- 
covery of the railroads. While some receiver- 
ships may be inevitable before this depression 
is over, I believe that conservative invest- 
ment opinion is quite unanimous that the 
railroads will solve their problem and the 
leaders will continue in that high investment 
standing they have so long enjoyed. 


Public Utility Investments 

As a Class, public utility senior obligations 
have made the best showing during this de- 
pression. The earnings of the corporations 
have been maintained in a remarkable man- 
ner, and the faith of those states which early 
placed prime utility obligations on the legal 
list, has been amply justified. While threats 
of hostile legislation sponsored by radical 
politicians are frequently sounded, it is be- 
coming more apparent every day that the far- 
sighted policy of many utility corporations in 
encouraging widespread public ownership of 
their stock will help to forestall destructive 
legislation. However, in these uncertain 
times, it is difficult to prophesy, and it is not 
surprising therefore that investors are care- 
fully watching public-ownership trends. 

When considering utility investments, ob- 
viously the territory served is of utmost im- 
portance, as is the favorableness of fran- 
chises. The capacity of a plant and the pos- 
sibility of further expansion are factors 
worthy of careful study. The company’s 
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sources of revenue should be analyzed, par- 
ticularly in the case of holding companies 
owning subsidiaries whose earnings have 
shown a decline or stationary trend. The ex- 
pense ratio should be in line with that of the 
industry, and the trend of net earnings 
should be upward, not only to indicate a 
growth in territory, but also to show a con- 
sistent increase in the use of power. Obvi- 
ously, the management should be of good re- 
pute with successful experience. Valuations 
should be conservative, and public and labor 
relationships harmonious. 

The financial statements of some holding 
companies are so constituted as to make in- 
terpretation difficult. It is usually stated 
that the company’s assets exceed in worth 
more than the amount borrowed, and the col- 
lateral often consists of stock in subsidiaries. 
Not infrequently earnings are stated for a 
limited time only. All of these factors should 
be taken into consideration when studying 
proposed utility investments. 

As is to be expected, industrial bonds, out- 
side of prime obligations of the largest and 
most successful corporations, have shown a 
substantial decline in market quotations dur- 
ing the past two years, During the 1920-21 
depression one frequently heard in invest- 
ment circles that industrials should be avoid- 
ed. That rule of thumb was apparently ne- 
glected during the long inflationary period 
prior to the collapse in 1929. Apparently it 
is again in vogue now that industrial earn- 
ings are off. While there are some industrial 
obligations suitable for conservative invest- 
ment, as a general rule, less opportunities are 
afforded in this field than in the rail, utility 
and municipal classifications. Obviously, the 
decline in net earnings of industrial corpora- 
tions is more drastic than that of the other 
corporations heretofore discussed. 


Mortgage Investments 

Mortgages on unencumbered improved real 
estate, under conditions which make them 
legals, have been favored investments, but ex- 
perience has proved that more and more care 
must be exercised in making selections. 
Values are variable and subject to economic 
conditions. In my section of the country a 
well selected farm mortgage was regarded as 
a most satisfactory investment. One trust 
company that I know of employed for many 
years over 70 per cent of its available funds 
in the investment of farm mortgages and now 
makes practically no investments of this 
character. 

In the matter of individual mortgages, oft- 
en in small amounts, when proper distribu- 
tion is considered, the burden of appraisal, 
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legal opinion, handling collection of interest 
and watching for payment of taxes and main- 
tenance of insurance proves that they are not 
as good income producers as some other types 
of investment and possess only limited mar- 
ketability. This has led to investment in 
bond issues secured by real estate and in par- 
ticipating mortgages. It is one thing to in- 
vest in bonds predicated on real estate and 
another in bonds of long established corpora- 
tions, railroads, public service and the like, 
the security underlying which includes real 
estate. 

So far as real estate bonds are concerned, 
I presume that there is sufficient evidence in 
almost every large city to indicate the in- 
stability of many of the bonds of this class. 

Outside of a few countries who have en- 
viable investment records, foreign bonds 
have shown the greatest decline of all classi- 
fications during this depression. There are 
many reasons for this, and it is not necessary 
to analyze them here, but the obvious conclu- 
sion is that for conservative investment pur- 
poses, foreign bonds as a class have not yet 
demonstrated sufficient stability to merit 
much consideration. 

Investment trusts are still so comparative- 
ly new in this country that I doubt whether 
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any discussion concerning them is pertinent 
here. 
Summary of Law in Minnesota 

Perhaps a summary of the Minnesota law 

may be of interest. 

In Minnesota authorized securities or le- 

gals come under the following provisions: 

1. Bonds or other interest bearing obliga- 
tions of the United States. 

2. Bonds or notes of any state which has not 
defaulted in payment of any bonded debt 
within ten years prior to the making of 
the investment. 

. Bonds of any county, city, town, village, 
school or drainage or other district in 
any state, with certain limitations. 

. Notes or bonds secured by mortgages or 
trust deeds on unencumbered real estate 
in Minnesota, Wisconsin, Iowa, North 
Dakota, South Dakota and Montana, with 
certain limitations. 

. Bonds of railroad companies, 
stricted in their character. 

. Farm loan bonds issued by federal land 
bank district, of which the State of Min- 
nesota is a part, or by a branch thereof, 


very re- 


+ 
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or by a joint stock land bank in said dis- 
trict. 

. Railroad equipment obligations, or equip- 
ment trust certificates, subject to certain 
restrictions. 

. Bonds of any company supplying electric 
energy or artificial gas, or both, for light, 
heat or other purposes, or furnishing tel- 
ephone or telegraphic services, provided 
such bonds and the issuing company meet 
certain statutory requirements. 

From the foregoing it is apparent that in- 
dustrial bonds, corporate stocks and foreign 
government bonds are not authorized in Min- 
nesota. There are also certain bonds of a 
particular authorized class which, because of 
restrictions, may not be eligible for the in- 
vestment of trust funds. If the creator of 
any particular trust desires that the trustee 
should invest a part of the funds of the trust 
in any investments not authorized by statute, 
he may do so. 

Under the Minnesota law, a corporate trus- 
tee may, in its discretion, retain and continue 
any investment and security or securities 
coming into its possession as such trustee. 


’ 


REORGANIZATION AND REOPENING OF LOUISVILLE TRUST 


COMPANY OF KENTUCKY 


Reorganization and the recent reopening of 
the Louisville Trust Company of Louisville, 
Ky., was attended by a celebration which ac- 
quired a community character in the expres- 
sions of confidence and good will toward the 
new management and directors. The Louis- 
ville Trust Company which occupied a lead- 
ing position in the Louisville banking field 
for nearly fifty years since its organization 
in 1884 as the pioneer trust company of that 
state, was closed November 17, 1930, by ac- 
tion of directors when the National Bank of 
Kentucky, with which it was affiliated, closed 
its doors and consequent to the collapse of 
the BancoKentucky Corporation. 

The Louisville Trust Company resumed 
business with entirely new officers and direc- 
tors. Credit is due in large measure for the 
successful reorganization to Judge Huston 
Quinn in arranging agreements with deposi- 
tors and to the Chemical Bank & Trust Com- 
pany of New York in extending financial as- 
sistance. The president is William J. Rahill, 
formerly connected with the Chemical Bank 
& Trust Company. Other officers are: Earl 
R. Muir and I. Sidney Jenkins, vice-presi- 
dents; A. R. Furnish, assistant vice-presi- 
dent; F. W. Gates, secretary; Edw. W. Hin- 
kle and John J. Wickstead, trust officers: 


Jarrett Stites, assistant treasurer, and Arlie 
Chastain, auditor. 

Directors are: Chas. W. Allen, James 
Clark, Jr., John J. Davis, Alex T. Farnsley, 
Wm. Heyburn, Samuel L. Hikes, Darwin W. 
Johnson, Dulaney Logan, Edw. J. Miller, J. C. 
Murphy, Wm. J. Rahill, H. M. Reed, Jr., Wm. 
M. Reed, Jesse Rosenbaum, Milton S. Trost 
and A. R. Vogel. 

Trust department assets are intact anil 
all fiduciary claims are fully protected. A 
financial statement as of August 1st, showed 
eapital of $1,000,000; surplus, $500,000; re- 
serve for contingencies, $1,838,710; demand 
deposits and liabilities, $5,765,000; time de- 
posits, $3,348,200; collateral trust bonds out- 
standing $4,250,100 and collateral trust cer- 
tificates outstanding $5,501,300 which are 
covered by pledged mortgages and cash. The 
assets in addition to those pledged to secure 
trust bonds and certificates included $4,776,- 
708 in cash; $1,682,600 investment bonds and 
securities; loans and discounts, $3,543,236 
and owned mortgages, $518,942. 


Deposits of the 196 savings banks of Mas- 
sachusetts show an increase of over $50,000,- 
000 during the year ended June 30, 1931. 
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SOME PROBLEMS AFFECTING VARIOUS TYPES OF 
COMMINGLED TRUST FUNDS 


QUESTIONS OF TAXABILITY, TRUSTEE LIABILITY AND LEGISLATIVE 
AUTHORITY 


JULIUS C. PETER 
Vice-president, Detroit Trust Company 


(Epitor’s NOTE: 


Although the various plans adopted by trust companies in the 


commingling or pooling of trust investments into a common fund to provide advantages 
of diversity, larger yield and the superior safeguards of composite trust company manage- 
ment, are more or less in the pioneer stage, the movement is one of incalculable possi- 


bilities. 


The following paper, presented by Mr. Peters at the recent Mid-Continent Trust 


Conference at Grand Rapids, Mich., possesses unusual value because it is based upon 
the experience of the Detroit Trust Company in solving problems and developing an 


effective plan of commingling trust funds. 
ability and trustee liability.) 


HERE are three principal ways in 
which trust funds may be mingled: a 
straight investment trust, a corpora- 


tion, and a pooling of investments. The 


straight investment trust is well adapted for 
use by living persons, who can thereby turn 
over cash to a trust company for investment, 
permit the trustee to mix their funds with 


the funds of other similar trusts, and gain 
all the advantages of diversity, yield and 
trust company management. Such a plan, 
however, is not suited for use by estates, and 
does nat solve the problem of how to ming!i> 
funds belonging to testamentary trusts. My 
chief concern is with this latter problem, and 
I will, therefore, proceed to a consideration 
of the two other methods. 


The corporation form has a good deal to 
recommend it, Its lines are familiar and 
well settled. The principal objection lies in 
the additional tax liabilities incurred. Our 
existing trusts are subject to the incidence 
of certain taxes. If, in our endeavor to im- 
prove our service to these trusts, we find that 
the method proposed is apt to subject the 
trusts directly or indirectly to additional sets 
of taxes, we must be very sure that our an- 
ticipated advantages are going to be worth 
the extra cost. 


Corporation Form a New Taxable Entity 

A corporation formed for the mingled in- 
vestment of trust funds is a new taxable en- 
tity and will be subject to a corporation in- 
come tax of 12 per cent. This is a very large 
percentage of the income, and if you add to 
it the 5 per cent of the income, which I will 
assume as the trust company’s annual 


Special attention is given to questions of taz- 


charge, you have a total of 17 per cent, or 
one-sixth of the entire trust income. I re- 
alize that some of the larger trust companies 
have formed a corporation with a capital 
structure consisting of income bonds and 
common stock. The interest paid by the cor- 
poration on its income bonds is deductible 
from its gross income in computing the corpo- 
ration income tax, and this deduction presum- 


Vice-president, Detroit Trust Company 
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ably removes the bulk of the income from tax- 
ation. Some doubts have been expressed as 
to whether the Government will continue to 
allow this procedure, on the ground that it 
is a tax subterfuge. If it holds, it substan- 
tially secures the desired result of pooling 
these funds without any substantial addi- 
tional corporation income tax. An account- 
ing problem is presented in the difficulty of 
of separating dividends from income for tax 
purposes. 

There are other costs connected with a 
corporation, such as state franchise fees. In 
Michigan it is 2% mills on capital and sur- 
plus annually, There is also the supervision 
by the State Treasurer, under the Finance 
Company Act, which may or may not bring 
a certain measure of publicity into trust af- 
fairs which would otherwise be entirely pri- 
vate. 

Inasmuch as the investment now held by 
the individual trusts is in the shape of the 
stock and income bonds of a new corporation, 
the question arises, are these new securities 
subject to state, county and city taxes? Nat- 
urally the taxes under the old status of each 
trust individually owning its securities must 
compare favorably with the new status of 
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each trust owning the securities of the new 
company. 

In any mingled fund it is desirable to with- 
hold a certain part of the annual income as 
a reserve against future depreciation in the 
principal value of the fund. This may con- 
stitute a violation of the statutes on perpetu- 
ities and restrictions on alienation, in case 
the fund is set up in the form of a declara- 
tion of trust by the trust company, unless 
the trust is based on lives. The corporation 
solves this difficulty, however, and enables 
the trustee to follow the prudent and con- 
servative course of setting up such reserves. 

There is a difference of opinion among 
trust officers as to the ease with which the 
corporate form can be introduced. Anything 
new, of course, takes a good deal of educa- 
tional work, but this particular problem 
seems intensified right now on account of the 
experience of the public with investment 
trusts, and their possible association of this 
idea with the investment trust idea. While 
it might be comparatively easy to get your 
customers to have sufficient faith in the man- 
agement of your company to confide their 
funds to you as the trustee of a mingled 
fund, it would be much more difficult to con- 
vince them that an investment in a mingled 
fund carried on through the medium of a 
corporation is desirable. For some reason 
the corporate form seems to create less sense 
of security on the part of the customer. 


My feeling about the corporation form, for 
our own use here in Michigan, is that, while 
it has much to recommend it, it presents cer- 
tain local tax obstacles, would be difficult to 
introduce, and may be a source of trouble 
later on the income tax questions. 


Pooling of Securities 


The second of the two methods available 
for the mingling of estate funds is the more 
or less informal pooling of securities, with 
the interests of the respective trusts evi- 
denced by entries on the books of the trustee. 
A trustee named by a single instrument may 
handle as a group the investments of separate 
parallel trust funds for several children 
which may be set up by that document. The 
investment pool would carry this mingling to 
include handling the funds of a number of 
substantially parallel trusts as a group, how- 
ever these trusts may have been created. 
Pooling trust assets for investment purposes 
is authorized by statute in some jurisdictions, 
although not in Michigan, 

For several years the trust company I rep- 
resent has issued mortgage participation cer- 
tificates. A certain amount of mortgages, say 
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$500,000, would be set aside, and 500 certifi- 
cates of participation of $1,000 each issued 
and sold: There is no power of substitution 
in the trust company. The investment is 
fixed. The plan contemplates an actual as- 
signment of an undivided mortgagee’s inter- 
est to the individual certificate holder. This 
arrangement in effect is a pooling of mort- 
gages, with the trust company acting as a 
conduit for the remittance of the income to 
the holders of participation certificates. 


Merits and Demerits of Pooling Trust 
Investments 
At one time we considered a plan similar 
to this participation certificate plan for 
mortgages, but in which we would substitute 
bonds or other trust investments. Such a 
fixed pool undoubtedly would have involved 
no additional property taxes on the individ- 
ual trusts, and would have left them with 
the same individual income tax as before, 
but the great objection would be the immov- 
ability of the investments, and the inability 
of any participant to withdraw his propor- 
tion of the fund at any time. 


Let us now examine the merits and de- 
merits of an informal, flexible pool. of trust 
investments. At the present such a pool 
would not be subject to corporation income 
tax. From a recent ruling of the Bureau of 
Internal Revenue, it is understood that the 
income from commingled funds will not be 
taxable to the trustee, but only to the ulti- 
mate beneficiary. There is always the possi- 
bility, of course, that any pool or holding of 
this sort may some time find itself taxed as 
an an association, both by the state and by 
the Federal Government, particularly if the 
practice should become common. 


The interests of the various trusts in this 
pool, as I have said, would be evidenced by 
entries on the books of the trustee. The lack 
of a salable or a marketable certificate rep- 
resenting the interest of a trust is an objec- 
tion. There is the further definite objection 
that upon the termination of a trust it would 
be necessary for the trust company to pay 
the trust in cash for whatever share it had 
in the mingled fund. This might well prove 
embarrassing, and it would certainly give rise 
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to questions where a trust depended on a 
life estate and ended without warning, as the 
chances are that such ending would not fall 
upon a valuation date, and the accounting 
would thereby be complicated. It would also 
be essential to show that the investment of 
the trust was terminated immediately prior 
to the termination of the trust, as otherwise 
the remainder amount would be entitled to 
the interest in the mingled fund which had 
belonged to the trust. 

On application to the Attorney General’s 
office for a ruling that no personal property 
tax would be assessable on whatever evidence 
of undivided share in the pool or holding was 
held by the individual trust making the in- 
vestment, we received a ruling directly to 
the contrary. 


Liability Incurred by Trust Company 

A still more serious objection is the liabil- 
ity the trust company incurs by resorting to 
this procedure, irrespective of its own negli- 
gence, unless the testator or settlor previ- 
ously authorized in the trust instrument a 
commingling of the corpus of his trust with 
others. There is no escape from the conclu- 
sion that such liability is an insuperable ob- 
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jection. If, however, permission must be ob- 
tained in advance this, of course, postpones 
the growth of a mingled fund of any size 
in any one company, and does not at all 
solve the problem of mingling funds of al- 
ready existing numerous small trusts. 


There is no question but that if one pool 
only could be used for all trusts, it would 
be much simpler and more effective. It is a 
question whether the trusts participating in 
any pool must be substantially identical with 
each other in order to permit such mingling 
of their funds. Trust investment powers dif- 
fer in separate instruments. No liberties 
may be taken with investment directions in 
the document on which the participating 
trust is founded. If, for example, the instru- 
ment contained provisions similar to those 
appearing in the will of the late Mortimer L. 
Schiff, permitting investment in bonds of mu- 
nicipalities of 50,000 population, with a rec- 
ord of no defaults in the last ten years, and 
other specifically described classes of securi- 
ties, the funds of such a trust could not be 
mingled if the pool contained a single in- 
vestment outside the authorized list. 


Investment Requirements of Different Trusts 

A trust which requires stock dividends or 
subscription rights to go into principal can- 
not be pooled with one that treats them as 
income. A trust which directs amortization 
of bond premiums cannot be pooled with one 
which is silent about how premiums are to 
be charged. A trust which authorizes a trus- 
tee to buy, pledge or mortgage assets at his 
own foreclosure sale should not go into a 
pool which gives no such authority. There 
are other similar logical bases for differen- 
tiation. As a practical matter, however, I 
believe the volume of investments involved 
in trusts containing a generally similar broad 
authority to invest in “bonds, mortgages and 
other proper trust investments,” is sufficient 
to make the operation of such a pool worth 
while, assuming all other objections removed. 
I am speaking, of course, of existing trusts 
which lack any express authorization to the 
trustee to mingle funds. 

There appear to be many objections to the 
pool method of mingling trust funds. I sin- 
cerely believe in the possibilities of the 
mingled fund idea as the vehicle to enable 
a trust company to do a better job with its 
separate trust funds. It is necessary, how- 
ever, to consider these difficulties carefully, 
because we must be as sure as humanly pos- 
sible before trying any trust innovation. 


Experience of the Detroit Trust Company 
Our own experience may be interesting as 
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illustrating the struggles of one trust com- 
pany to solve the problem. In 1927 we start- 
ed thinking about a trust plan for the small 
investor, not wealthy enough to create a trust 
of any size, to help him accumulate and in- 
vest his savings. The idea was to encourage 
thrift by giving him a yield, a diversity of 
investment, security and trust company man- 
agement, hard to combine otherwise, and af- 
ford him a stimulus to provide for such 
things as travel, education of children, and 
provision for old age. The idea of regularity 
of additions to his trust was to be stressed. 
Investments were to be made in mortgages, 
bonds, and stocks, with restrictions as to the 
proportion of each. 


At that time there was no legislation on in- 
vestment trusts in Michigan, and it would 
have been necessary for us to qualify under 
the Finance Company Act, with all the result- 
ing taxes. Trust companies in Michigan did 
not have banking powers at that time either, 
although they were later granted the right 
to acquire such powers. The corpus of the 
trust might have been construed as deposits, 
and have resulted in additional taxation to 
the trust company under the new Taxation 
3ill just passed at the time. 

We accordingly modified our original idea 





by giving up the plan of appealing to the man 
of moderate means who could accumulate $5 
per month or a multiple thereof, and began 
consideration of a plan under which individ- 
uals would create uniform trusts in multiples 
of $1,000. Each trust would run for the life 
of the trustor, unless sooner revoked, and 
would be one of an unlimited number of sim- 
ilar trusts, identical except as to amounts 
and the named beneficiaries. The main fea- 
ture in which this trust would differ from 
other revocable trusts was that it authorized 
the trustee to commingle funds of any one 
trust with those of other similar trusts, mak- 
ing investments from the commingled fund 
without regard to what exact investments 
would pertain to any of the trust funds. The 
trust instrument was to incorporate by ref- 
erence the basic plan as adopted by the 
board of the trust company. It is important 
to note that the trust company was not to 
issue a declaration of trust, but simply to 
adopt a plan. 

Upon thorough investigation it appeared 
that there should be no difficulties as to 
double taxation, corporate, personal property 
or income. 


Objections from Bank Commissioner 
Upon taking up the matter with the Bank- 
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ing Commissioner, however, we found he did 
not like the idea. If the plan was construed 
as giving rise to a series of revocable trusts, 
it would then be necessary for the Commis- 
sioner to permit trust companies from other 
states to market in this state a plan of the 
type mentioned, He believed that this should 
not be allowed unless the trust instruments 
be approved by the Securities Commission as 
securities, or some method be devised for 
qualifying a foreign trust company in this 
state and subjecting it to the same regulation 
now governing a domestic trust company. Al- 
though we felt confident that these trusts 
were not securities under the definition in 
the Blue Sky Law, we did not feel it advis- 
able to press the matter and go directly con- 
trary to a course which the Commissioner be- 
lieved was for the protection of domestic 
trust companies. He also believed that the 
plan destroyed the common law conception of 
a trust, in that no specific corpus could be 
allocated to any individual trust. 


All the plans which had been considered 
by us so far, it will be noted, were for pub- 
lic offering. When it became apparent that 
we would have to shelve any such plan, our 
attention shifted to the internal uses of such 
a plan, that is, possible methods of mingling 
funds belonging to estates, insurance trusts, 
and other testamentary trusts. In addition 
to the advantages of diversification, security, 
and yield, such an internal mingled fund 
would presumably result in greater economy 
in the management of investments in small 
trusts, and help solve a problem which has 
bothered trust men for a long time. It was 
at this time that we successively considered 
the formation of a corporation, under which 
plan could be listed the formation of a nor- 
mal type investment trust, and a pooling of 
securities evidenced by informal receipts or 
merely bookkeeping entries. The many dif- 
ficulties involved I have already gone into, 
and at this stage I feel as if I were trying to 
solve a riddle or find the way out of an in- 
tricate maze, with each possible outlet 
blocked by technical or practical objections. 


Legislative Authority and Clarification 
Needed 

If, as I do, you sincerely believe that the 
mingled fund offers the possibility and the 
promise of an improvement in trust service, 
you may have been interested in this recital 
of some of our struggles in trying to reach 
that goal. I realize that there are pioneers 
in the movement who are entitled to great 
credit for having conceived and put into prac- 
tical operation mingled funds, both in the 
shape of agencies, and for the use of testa- 


TRUST COMPANIES 





mentary trusts after the death of the donor. 
My comments are not to be taken as critical 
of any of these existing trusts, for I believe 
that every locality has its own peculiar prob- 
lems, tax and otherwise, and my remarks are 
simply an indication of the viewpoint of my 
own company here in Michigan. I believe 
that it will be necessary for us to have new 
legislation in this state, before much further 
progress can be made with the idea. 

Just as the Federal Government has indi- 
cated it will rule that in the case of mingled 
fund no separate entity is created for income 
tax purposes, it will be desirable that this 
state specify that a mingled fund is not liable 
for corporation taxes, franchise fees, ete. 
Such a fund should be supervised in exactly 
the same manner as other trust funds han- 
dled by trust companies. A mingled fund 
should be made a legal investment for trust 
funds, provided the securities held therein 
are themselves individually proper trust in- 
vestments under the laws of this state. 

If the road were cleared of obstacles by 
the enactment of these provisions into law, 
we could proceed with the creation of a 
mingled fund, in the form of a corporation 
or investment trust. On the negative side, 
participation in this fund would leave un- 
changed the status of each individual trust 
with respect to taxation, both federal and 
state. Putting it into other words, it would 
make no difference to the trust client, so far 
as taxation goes, whether his investments 
were made in a mingled fund, or in a list of 
securities owned by his particular trust. 

On the negative side, also, the fear of pos- 
sible future liability would no longer hang 
like the sword of Damocles over the head of 
a trustee, inasmuch as investment in much 
mingled funds would be expressly authorized 
by law. 

On the positive side, such legislation would 
open the way to the benefits to be gained 
by the commingling of trust funds without 
impairing state revenues, but also without 
subjecting an improved process to any ad- 
ditional taxes. 

ae ge ee 

Thomas K. Glenn has been elected chair- 
man of the board of the Trust Company of 
Georgia, at Atlanta, Ga. H. Warner Mar- 
tin was made president, and Kobert Strick- 
land, Jr., executive vice-president. 

The Peoples Bank & Trust Company of 
Paterson, N. J., is named as executor in the 
will of the late Robert Dixon Benson, who 
was president and chairman of the Tide- 
water Oil Company, leaving an estate esti- 
mated at several millions. 
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MAGNIFICENT NEW HOME FOR THE OLD. 
MERCHANTS NATIONAL BANK & TRUST 
CO. OF BATTLE CREEK, MICH. 


Battle Creek, Mich., may pride itself upon 
having one of the most modern and attrac- 
tive banking buildings in the United States 
which was recently formally opened as the 
new home of the Old-Merchants National 
Bank, of that city. The building dominates 
the skyline with its tower reaching a height 
of over 238 feet and consisting of nineteen 
stories. The structure and equipment are 
worthy of the oldest national bank in the 
city and the first to inaugurate trust service. 

A novel feature is the installation of esca- 
lators which afford convenient access to the 
impressive banking quarters on the second 
floor and enabling the bank to lease valuable 
space for rentals on the first floor. The esca- 
lators, the first to be used in a banking in- 
stitution, flank both sides of a broad marble 
stairway. On the occasion of the opening 
there were constant throngs and among the 
well-wishers were leading men in the busi- 
ness and financial life of the city, state and 
nation. Additional color and hospitality were 
imparted by the presence of hostesses dressed 
in authentic costumes, depicting by decades 
the growth of the bank. 


The style of the building is modernistic 


and is constructed of pure Indiana limestone 


Entrance to new home of the Old-Merchants 

National Bank & Trust Co. of Battle Creek, 

Mich., showing two escalators leading to and 
from the main banking floor 
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with black granite trim at the base. The 
spacious banking room is a _ blending of 
golden Travertine, red Levanto and Roman 
marble. Ceilings and murals with tall arched 
columns and walnut panelings make the 
banking room an achievement in art. Vault 
and safe deposit equipment are of best de- 
sign and quality. There is also a garage for 
personnel and patrons. At night the lofty 
tower is flooded with light. There are also 
public rest rooms and every convenience for 
employees. 

The Old-Merchants is eighty years old and 
had its beginning in 1851. Its latest finan- 
cial statement shows capital of $1,300,000; 
surplus, $1,900,000; deposits, $14,600,000 and 
resources in excess of $20,000,000. L. J. 
Karcher is president; W. J. Smith, chairman 
of the board and W. L. Smith, chairman ex- 
ecutive committee. The bank has been excep- 
tionally successful in conducting and develop- 
ing trust business under the able direction 
of E. M. Marvin, vice-president and trust 
officer. Trust department assets are in ex- 
cess of $13,000,000. 


BAY RIDGE OFFICE OF BROOKLYN 
TRUST IN LARGER QUARTERS 


The Brooklyn Trust Company has com- 
pleted extensive alterations and _ enlarge- 
ments at its Bay Ridge Office, Fifth avenue 
and 75th street, Brooklyn. The improvements, 
which cost about $50,000, were necessitated 
by increased business at the office. Public 
space on the banking floor has been doubled 
through the removal of the safe deposit 
vaults to the basement of the building. This 
change also made possible an extension of 
safe deposit facilities. Four hundred new 
boxes of various sizes were installed and a 
new section for silverware storage was 
added. The number of coupon booths was 
increased from three to eight and a large 
conference room provided for convenience of 
box holders. 

On the main banking floor new style count- 
ers have been substituted for the old high 
cages. The number of tellers’ windows has 
been increased from five to nine and the 
number of public writing desks from four 
to seven. A new Terrazzo marble floor was 
laid throughout the banking floor and office. 
The offices of Henry W. Hodges, manager, 
and F. J. Kolde, assistant manager, were 
also enlarged. 

The work was done by William Flanagan, 
contractor, according to plans of A. Stan- 
ley Miller, architect. The present changes 
mark the second time that the Bay Ridge 
Office has been enlarged since 1921. 
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MAGNIFICENT NEW HOME FOR THE OLD. 
MERCHANTS NATIONAL BANK & TRUST 
CO. OF BATTLE CREEK, MICH. 

Battle Creek, Mich., may pride itself upon 
having one of the most modern and attrac- 
tive banking buildings in the United States 
which was recently formally opened as the 
new home of the Old-Merchants National 
Bank, of that city. The building dominates 
the skyline with its tower reaching a height 
of over 238 feet and consisting of nineteen 
stories. The structure and equipment are 
worthy of the oldest national bank in the 
city and the first to inaugurate trust service. 

A novel feature is the installation of esca- 
lators which afford convenient access to the 
impressive banking quarters on the second 
floor and enabling the bank to lease valuable 
space for rentals on the first floor. The esca- 
lators, the first to be used in a banking in- 
stitution, flank both sides of a broad marble 
stairway. On the occasion of the opening 
there were constant throngs and among the 
well-wishers were leading men in the busi- 
ness and financial life of the city, state and 
nation. Additional color and hospitality were 
imparted by the presence of hostesses dressed 
in authentic costumes, depicting by decades 
the growth of the bank. 


The style of the building is modernistic 


and is constructed of pure Indiana limestone 


Entrance to new home of the Old-Merchants 

National Bank & Trust Co. of Battle Creek, 

Mich., showing two escalators leading to and 
from the main banking floor 
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with black granite trim at the base. The 
spacious banking room is a_ blending of 
golden Travertine, red Levanto and Roman 
marble. Ceilings and murals with tall arched 
columns and walnut panelings make the 
banking room an achievement in art. Vault 
and safe deposit equipment are of best de- 
sign and quality. There is also a garage for 
personnel and patrons. At night the lofty 
tower is flooded with light. There are also 
public rest rooms and every convenience for 
employees. 

The Old-Merchants is eighty years old and 
had its beginning in 1851. Its latest finan- 
cial statement shows capital of $1,300,000; 
surplus, $1,900,000; deposits, $14,600,000 and 
resources in excess of $20,000,000. L. J. 
Karcher is president; W. J. Smith, chairman 
of the board and W. L. Smith, chairman ex- 
ecutive committee. The bank has been excep- 
tionally successful in conducting and develop- 
ing trust business under the able direction 
of E. M. Marvin, vice-president and trust 
officer. Trust department assets are in ex- 
cess of $13,000,000. 


BAY RIDGE OFFICE OF BROOKLYN 
TRUST IN LARGER QUARTERS 

The Brooklyn Trust Company has com- 
pleted extensive alterations and _ enlarge- 
ments at its Bay Ridge Office, Fifth avenue 
and 75th street, Brooklyn. The improvements, 
which cost about $50,000, were necessitated 
by increased business at the office. Public 
space on the banking floor has been doubled 
through the removal of the safe deposit 
vaults to the basement of the building. This 
change also made possible an extension of 
safe deposit facilities. Four hundred new 
boxes of various sizes were installed and a 
new section for silverware storage was 
added. The number of coupon booths was 
increased from three to eight and a large 
conference room provided for convenience of 
box holders. 

On the main banking floor new style count- 
ers have been substituted for the old high 
cages. The number of tellers’ windows has 
been increased from five to nine and the 
number of public writing desks from four 
to seven. A new Terrazzo marble floor was 
laid throughout the banking floor and office. 
The offices of Henry W. Hodges, manager, 
and F. J. Kolde, assistant manager, were 
also enlarged. 

The work was done by William Flanagan, 
contractor, according to plans of A. Stan- 
ley Miller, architect. The present changes 
mark the second time that the Bay Ridge 
Office has been enlarged since 1921. 





BANK, AS TRUSTEE, BUILDS GREEK THEATRE AND 
ASTRONOMICAL OBSERVATORY 


ANOTHER INSTANCE OF THE VERSATILITY OF CORPORATE TRUSTEESHIP 


EDWIN WIDNEY 
Trust Counsel, Security-First National Bank of Los Angeles, Cal. 


(EpitTor’s NOTE: 


Varied and wnique are the tasks often imposed upon trust companies 


and banks under deeds of trust, ranging from the conduct of every conceivable type of 
business enterprise, to the execution of trusts for charitable, educational and public 


welfare establishments. 


One of the most interesting trusts of this type is that created 


by the late Col. Griffith J. Griffith which conveyed to the Security-First National Bank 
of Los Angeles, as trustee, the assignment for the construction of a Greek theater and 
of an Astronomical Observatory equipped with one of the finest planetariums in existence. 
The Greek theater has been duly constructed and work on the Astronomical Observatory 
and Hall of Science is nearing completion. How this trust is being carried out is described 


in the following article.) 


NE of the most unusual tasks ever im- 
posed upon a corporate trustee, the 
construction and equipment of an Ob- 

servatory and Hall of Science on a mountain 
top in Griffith Park, Los Angeles, is now be- 
ing executed by the trust department of the 
Security-First National Bank of Los Angeles, 


trustee under the will of the late Colonel 
Griffith J. Griffith. To execute this trust and 
comply with the requirements of the benefac- 
tor, the bank has solicited the aid of dis- 
tinguished physicists, astronomers, architects 
and astronomical experts. 

This project, which it is hoped will be com- 
pleted by the fall of 1932, will give to Los 
Angeles a unique institution of universal in- 
terest. It will include and contain a plane- 
tarium, the third in the United States; one 
was completed in Chicago last year at a cost 
of $750,000, the gift of Max Adler of that 
city, and another has been provided for Phil- 
adelphia. The Hall of Science, to be devoted 
exclusively to furthering popular knowledge 
of astronomy, will be the only one of its kind 
in the world. 


Provisions of Col. Griffith’s Will 

Prior to Colonel Griffith’s death in 1919, he 
and his wife deeded to the City of Los An- 
geles a tract of approximately 3,000 acres of 
mountainous land for a public park, now 
known as Griffith Park. The museum and 
planetarium are to be constructed on one of 
the peaks of Mt. Hollywood, in Griffith Park, 
and will thus automatically become the prop- 
erty of the city. 

Colonel Griffith’s will, after bequeathing 


certain sums of money to members of his 
family, left the residue of his estate to the 
Security-First National Bank, as trustee, for 
two major projects: the construction of a 
Greek Theater in Griffith Park and the erec- 
tion of an astronomical museum. The prop- 
erty in trust consisted of real estate in Los 
Angeles and was appraised at about $550,000. 
To execute the trust it was necessary to con- 
vert this property. Through good manage- 
ment the sum in trust now, less than seven 
years after the final decree of distribution, 
amounts to $750,000, and the Greek Theater 
has been constructed. 


The will specified that $100,000 should be 
expended on the construction of the Greek 
Theater, but when plans for this project were 
first considered, it was found that the sum 
was not sufficient to construct a theater com- 
parable with Colonel Griffith’s idea at the 
time he made his will. The interest on the 
sum set aside for the theater amounted to 
$22,000 and, using principal and interest to- 
gether, with approximately $80,000 added by 
the City of Los Angeles, the trustee in co- 
operation with the Park Board, constructed 
the outdoor theater in a beautiful cove of 
the now famous park, formally presenting it 
to the city on September 25, 1930. It is de- 
clared by experts to be one of the most per- 
fectly designed and equipped theaters in the 
world. 

Considering the second project, it is note 
worthy that all specifications and particulars 
were left to the discretion of the trustee and 
an advisory committee of three persons, in- 
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cluding the benefactor’s son, Van Griffith. 
The benefactor merely directed that the 
funds remaining after the erection of the 
Greek Theater should be expended “toward 
the erection and completion of a Hall of 
Science and Observatory, to be constructed 
upon Mt. Hollywood, in said Griffith Park,’’ 
and that the institution should be open “both 
day and night to the public at large, under 
reasonable regulations, without any charge 
or admission fee being extracted from any 
person whomsoever visiting the same.” 

Latitude of Powers and Discretion Given 

to Trustees 

The following section quoted from Colonel 
Griffith’s will indicates the latitude granted 
by the testator to the Security-First National 
Bank of Los Angeles, as trustee: 

“Said trustee may and is authorized, but 
not required or directed, to carry out or exe- 
cute the following which are intended as sug- 
gestions but not as binding directions of tes- 
tator: 

1. In said Hall of Science, provide for a 

large moving picture theater or hall. 

2. Upon the top or roof of the Hall of Sci- 

ence construct a promenade, similar to 
a roof garden, commanding a view of 
the mountains, valleys, cities, islands, 
harbor, and the Pacific Ocean. 

. High and above the Hall of Science 
erect the popular Observatory, complet- 
ed in all its details and having at least 
a twelve-inch telescope. 

. Among the various features of said Hall 
of Science include some of the following: 
(a) A model of the solar system, show- 
ing the relative size of the sun and 
planets. 

(b) A small coelostat and stereoscope 
to show the sun’s image and the solar 
spectrum. 

(c) A fair sized celestial globe, showing 
the position of the brightest stars, 

(d) A good collection of illuminated 
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transparencies of photographs of the 
sun, planets, nebulae, comets, ete. 

(e) An evolutionary museum, similar to 
the one now planned for Throop College 
of Technology, at Pasadena, California, 
with illustrations showing the formation 
of worlds, and then tracing the develop- 
ment of life on this planet from the most 
rudimentary organic forms to the high- 
est civilization of the present time. . .” 

Designed for Public Entertainment and 

Education 

It is obvious that Colonel Griffith’s para- 
mount desire in this project was to provide 
an institution not intended exclusively for 
scientific men and research, but for the edu- 
cation and entertainment of the public gener- 
ally. With this in mind the trustee consulted 
leading American scientists to determine in 
what way the desire of the benefactor could 
be fulfilled to the highest degree. It was 
their unanimous recommendation that the 
institution could best serve the public gen- 
erally with a planetarium, observatory and 
museum. The planetarium, especially, they 
reported, would accomplish the purpose; it 
would be most attractive to the general pub- 
lic, as proved by the fact that 3,000 persons 
daily visit the Chicago Planetarium; it would 
accommodate the greatest number of persons 
at one demonstration; and it is the most 
highly perfected means of demonstrating to 
the layman the planetary movements and the 
simple principles of astronomy. 

In formulating its plans for the museum 
and planetarium, the trustee has been fortu- 
nate in having the advice and suggestions 
of men particularly qualified for such a proj- 
ect, both because of their knowledge of scien- 
tific apparatus and equipment, and because 
of their familiarity with the community 
which the institution is to serve. Prominent 
among the men who are assisting the trustee 
are the following, all residents of southern 
California: Dr. Robert E. Millikan, director 
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of California Institute of Technology and re- 
nowned physicist; Dr. Walter Adams, head 
of the Carnegie Institute staff at Mt. Wilson 
Observatory, recognized as the world’s great- 
est laboratory of astronomical science; Dr. 
Mars Baumgardt, in charge of the W. A. 
Clark Observatory; Dr. Edward H. Kurth, 
associated with the California Institute of 
Technology; Dr. George Ellery Hale, of the 
staff at Mt. Wilson Observatory, and Van 
Griffith, son of the benefactor. Dr. Adams, 
a friend of the benefactor for many years 
before his death, had often discussed the pro- 
posed project with Colonel Griffith and for 
this reason is eminently qualified to render 
assistance. 

The trustee has entered into a contract 
with the City of Los Angeles whereby the 
city agrees to do all grading in preparation 
for buildings, roadways and parkings, and 
to provide all architectural services in con- 
sideration of a sum to equal 6 per cent of 
the cost of the buildings. Thus the bank will 
be enabled to devote the largest sum possible 
out of the trust fund to the buildings and 
equipment. 


Highest Type of Scientific Equipment 

The Carl Zeiss Foundation of Jena, Ger- 
many, is constructing the Planetarium which, 
it is estimated, will take a year to complete. 
The apparatus with its 119 synchronized pro- 
jectors will weigh approximately two tons. 
To meet any emergency which might arise 
to prevent shipment of the apparatus from 
Germany, the bank has provided in the con- 
tract that payments shall be made in three 
installments to the Carl Zeiss Company in 
New York, the money to be retained there 
until arrival of the instrument in Los An- 
geles. Because it is a gift to be used by Los 
Angeles for educational purposes, the bank 
has filed application with the Government to 
allow the instrument to enter this country 


duty-free. Accompanying the apparatus from 
Germany will be a representative of the Zeiss 
Foundation. He will supervise the installa- 
tion of the instrument and will, according to 
the contract, initiate an appointee of the city 
into its care and operation. 


Operation of Planetarium 

The instrument will be housed under a 
great dome on which it will project images 
of the planets and constellations. It will con- 
sist of approximately ninety lenses mounted 
on one end of an apparatus which resembles 
a giant dumb-bell. Each lens is to project 
on the ceiling of the dome a portion of the 
heavens. At a reading desk a lecturer, by 
pressing buttons and manipulating switches, 
will control the movable projecting instru- 
ment. On the artificial sky above them, 600 
seated spectators will be able to see the 
“planets” and “stars’’ rise in the east and 
set in the west. The entire celestial system 
ean be regulated as to speed of motion. A 
year’s movement can be compressed into four 
minutes so that the planets race across the 
sky. The lecturer is an omnipotent being 
with absolute control over his artificial uni- 
verse. The elaborate and ingenious instru- 
ment is so synchronized that the lecturer can 
arrange the stars as they were when dino- 
saurs roamed the earth, and he can demon- 
strate how they will appear 50,000 years 
hence. 

Only a score of planetaria are now in exis- 
tence. Vienna, Moscow and Rome each have 
one, while Germany possesses fifteen. The 
Carl Zeiss Foundation, an educational and 
scientific organization financed by the famous 
makers of optical instruments and lenses, re- 
stricts the sale of planetaria for educational 
purposes, allowing only one to a district or 
region. Exhibits for the Hall of Science are 
being collected by Dr. E. H. Kurth with the 
advice and suggestions of Doctors Millikan, 
Adams, Hale and Baumgardt. 

The Park Commissioners of the City of 
Los Angeles are cooperating 100 per cent to 
give the greatest effect to Colonel Griffith’s 
will and to make this novel institution of the 
most benefit to the public. The Security-First 
National Bank hopes to have the entire proj- 
ect—including the observatory and museum— 
completed in time for dedication during the 
Olympic games. 

a & 

Brig. General Bird W. Spencer, organizer 
and head of the Peoples Bank & Trust Com- 
pany of Passaic, N. J., for many years, who 
died recently left a will in which he named 
the trust company as sole executor with an 
estate valued at $250,000. 
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LEADING BANKS OF NEW YORK PROVIDE FUND OF TWENTY 
MILLIONS TO RELIEVE DEPOSITORS OF CLOSED BANKS 


One of the most important and salutary 
developments in the New York banking field 
is the recent announcement of a fund of $20,- 
000,000 provided by a group of twenty of the 
leading banks and trust companies of the 
city which will make available payment up 
to 50 per cent of the deposits of 70,000 de- 
positors in seven banks recently closed in 
this city by order of the State Banking De- 
partment. Under the provisions of this con- 
tract, sponsored by Governor George L. Har- 
rison of the Federal Reserve Bank of New 
York; Mortimer N. Buckner, chairman of 
the New York Clearing House Committee, 
and Superintendent Joseph A. Broderick of 
the State Banking Department, and subject 
to approval by the Supreme Court, the assets 
of the closed banks are to be transferred 
from possession of the state and national 
banking departments, to the Manufacturers 
Trust Company, as the liquidation agency. 
The arrangement involved no merger opera- 
tions with the Manufacturers Trust Company 


which has been selected to establish deposit 
credits and liquidate the assets of the closed 
institutions, because of its branch banking 
facilities. 


The seven banks to be liquidated under 
this voluntary arrangement and which does 
not include the Bank of United States, which 
is being liquidated by the State Banking De- 
partment, are as follows: The American 
Union Bank with deposit liabilities of 
$7,959,818; the International-Madison Bank 
& Trust Company, deposits of $1,882,406; 
the Times Square Trust Company, deposits 
$1,882,406; the Bank of Europe Trust Com- 
pany, deposits $12,708,919; Globe Bank & 
Trust Company, deposits $7,426,270; Queens- 
boro National Bank, deposits $2,482,087, and 
the Rockaway Beach National Bank, depos- 
its $1,905,543. Total deposit liabilities of 
these banks amounts to $42,106,900, distrib- 
uted among 70,000 depositors, including many 
small merchants. The fund pledged by the 
group of leading banks and trust companies 
is designed to make available to such deposi- 
tors 50 per cent of their deposits which may 
be withdrawn or continued in part or whole 
with the Manufacturers Trust Company. 

The banks and trust companies participat- 
ing in the establishment of the fund of $20,- 
000,000 are as follows: Chase National Bank, 
the Guaranty Trust Company, the National 
City Bank, the Irving Trust Company, the 


Bankers Trust Company, the Public National 
Bank & Trust Company, the Central Han- 
over Bank & Trust Company, the Chatham 
Phenix National Bank & Trust Company, 
Bank of America, the Brooklyn Trust Com- 
pany, the Commercial National Bank & Trust 
Company, the Marine Midland Trust Com- 
pany, the Bank of Manhattan Trust Com- 
pany, the New York Trust Company, the 
Chemical Bank & Trust Company, the Fifth 
Avenue Bank, the Harriman National Bank & 
Trust Company, the Corn Exchange Bank & 
Trust Company and the Manufacturers Trust 
Company. 

Speaking of the arrangement, Harvey D. 
Gibson, president of the Manufacturers Trust 
Company, stated: “The Manufacturers Trust 
Company, in complying with the request of 
the banking group and the sponsors, is under- 
taking the work as a community service. The 
carrying out of the undertaking will in no 
sense represent a merger of the closed banks 
with Manufacturers Trust Company. 

“Just when and in what amounts payments 
in addition to the 50 per cent will become 
available to depositors will depend upon the 
progress of the liquidation, and it is recog- 
nized that in respect of some, if not all, the 
institutions, there may not be sufficient assets 
to pay the depositors in full. Because of the 
difference in the types of assets in the vari- 
ous banks there will be more delay in future 
additional available amounts for distribution 
in some banks than in others, and the total 
amounts that will eventually be received by 
the depositors cannot be definitely foretold at 
this time.” 


NEW INDEX ON MARKET 
FUNDAMENTALS 


As a new contribution to sound economic 
thinking, Chalinder Allen of Greenwich, 
Conn., has published a book for private cir- 
culation which presents a monograph based 
on the author’s theory of the revised normal 
applied to the ratio in demand-supply of non- 
gold securities and concerning the formula- 
tion and use of a fundamental index to ap- 
proaching major market readjustments. 


The Bank of America of New York has 
been appointed registrar for 1,500,000 shares 
of capital stock of the Lincoln Petroleum 
Corporation, Ltd. 





HOW A BOSTON LAWYER INTERPRETS THE 
LAWYER-TRUST COMPANY PROBLEM 
IS THE LEGAL PROFESSION OVERCROWDED? 


RIPLEY L. DANA 
Of Pillsbury, Dana, Young & Moulton, Boston, Mass. 


(EDIToR’s NOTE: 


Mr. Dana has had many years of contact with corporate fiduciaries 
in Boston and is a leading authority in that city on trust and estate law. 


In his address 


at the Boston convention of the Financial Advertisers Association, of which the following 
is an extract and summary, he dwells upon the distinctions between legal practice and 


fiduciary administration. ) 


BELIEVE that criticisms which lawyers 

direct toward corporate fiduciaries are 

mainly inspired by the feeling on the part 
of some lawyers that corporate fiduciaries 
keep business away from the legal profession. 
The attacks take a thousand and one forms, 
but what is at the bottom of all the trouble 
is the feeling of a good many lawyers that 
a fight for self-preservation must be made. 
It is asking a good deal to ask persons to 
compromise when they believe that their 
professional lives are at stake. If there 
were enough law business to go around and 
to keep all lawyers reasonably busy, there 
would be very much less criticism of corpo- 
rate fiduciaries than there is now. 

Perhaps some good would be accomplished 
if the corporate fiduciaries should assist the 
members of the Bar in their efforts to raise 
the requirements for admission to the Bar. 
The rule of supply and demand applies as 
well to the law business as to anything else. 
If the demand for business is greater than 
the supply, either increase the supply or 
cut down the demand. With general busi- 
hess conditions as they are, it is hard to 
increase the supply of law business. Would 
it not be easier to cut down the demand for 
it by reducing the number of lawyers through 
a raising of ‘he admission requirements? 


Communities Better Served By Corporate 
Fiduciaries 

As a lawyer who has had some contacts 
with banks in the past and some opportun- 
ities to observe the activities of corporate 
fiduciaries in recent times, it is my opinion 
that the community is today better served, 
so far as the carrying on of trust business 
is concerned, than it was a generation ago 
when the corporate fiduciary was little known, 
and better, too, than it would be today, if 
the trust departments of trust companies 


and national banks were not so actively com- 
peting with individual trustees for trust 
business, 


From the point of view of the community 
the usual kind of criticism of corporate 
fiduciaries which lawyers make is not justi- 
fied. It seems to me fairly plain that when 
the investing and care of property has be- 
come as intricate as it has today it is likely 
to be better done by persons whose main job 
is the investing and care of property than 
by persons whose main job is practicing law 
or running a manufacturing or mercantile 
business and whose activities in caring for 
other people’s property are merely incidental. 


Yet I think in some respects corporate 
fiduciaries should mend their ways. They 
cannot eat their cake and have it too. They 
appear to seek the advantages which go 
with a profession and at the same time do 
not seem willing to accept the burdens which 
attach to it. They should keep constantly 
in mind that it is a high type of personal 
service—not a commodity—they are offering 
to the public. An automobile salesman may 
properly enough extol the fine qualities of 
his car but a surgeon cannot with equal 
propriety tell everyone he meets about his 
extraordinary ability in removing appendices. 

If the corporate fiduciary is willing to 
admit that it is not engaged in professional 
work but is merely carrying on a commercial 
enterprise, it may seek business in any way 
proper for a merchant to seek it, but if the 
corporate fiduciary intends to put its trust 
service upon the plane of professional work, 
then it must acquire some of the surgeon’s 
delicacy of feeling about his own achieve- 
ments. By this I do not mean that the 
corporate fiduciary need withdraw entirely 
from the solicitation of business. New con- 
ditions call for new methods. 
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I have no doubt that corporate fiduciaries 
will continue to solicit busiress both by 
personal contacts and by advertising, but it 
seems to me that uuring the last few years 
the eagerness of some banks to outstrip their 
competitors in the trust field has led them 
into the kind of publicity more appropriate 
for a bargain basement than for a financial 
institution offering to the public the highest 
type of personal service. 

In its recent statement of good business 
practices the Corporate Fiduciaries Associa- 
tion of Chicago declared that under no cir- 
cumstances should a member of the associa- 
tion draft a will for a prospective customer, 
but that a member might draft a deed of 
trust for a prospective customer, if after 
the member had advised the customer to 
consult independent counsel, the customer 
had refused to do so. This practise obtains 
to some extent among corporate fiduciaries 
in New York and Boston as well as in Chi- 
cago, 

There seems to me no justification for this 
distinction. If it is improper for a corpo- 
rate fiduciary to draft a will for a customer, 
I think it is equally improper for it to draft 
a deed of trust for a customer. It is urged 
that it is wrong for a corporate fiduciary 


to draw a will, because as it is not party to 
the instrument it would be practising law, 
if it drew it, but that it is all right for a 
corporate fiduciary to draw a deed of trust, 
because it is a party to the deed and it is 
not practising law to draw a document to 
which it is itself a party. 

The question of propriety is not a question 
of practising law. It is a question o1 whether 
or not it is a fair thing for the corporate 
fiduciary to permit a customer to create a 
trust relationship with it upon the advice of 
the corporate fiduciaries own lawyer. If 
it is bad in one case, it is bad in the other. 
I think it is bad in both. 


\? .o, 
“~ 


ANNUAL MEETING OF TRUST COMPANY 
DIVISION, A. B. A. 

Important questions dealing with trust 
company administration and policies will be 
discussed at the annual meeting of the Trust 
Company Division to be held in conjunction 
with annual convention of the American 
Bankers Association at Atlantic City, October 
5 to 8. The meeting will be presided over by 
Gilbert T. Stephenson, president of the Trust 
Company Division, who will review matters 
of current interest to trust people in his an- 
nual adress. Frederick H. Ecker, president 
of the Metropolitan Life Insurance Company 
of New York will deliver an address on in- 
vestment problems of the life insurance busi- 
ness. J. Stewart Baker, president of the 
Bank of Manhattan Trust Company of New 
York will speak on “The Trust Company and 
the Public.’ A feature of the session will 
be an open forum on current fiduciary topics 
and the meeting will close with the election 
and installation of new officers. 

Among the stellar speakers at the general 
convention of the American Bankers Associa- 
tion will be Ogden L. Mills, Under-Secretary 
of the Treasury and Eugene Stevens, chair- 
man of the Federal Reserve Bank of Chicago. 


The Cleveland Trust Company has issued 
a graphic chart showing the varying tides of 
business activity in the United States since 
1790, prepared by Col. Leonard P. Ayres, vice- 
president of the company. 

The Prudential Insurance Company of 
Newark was recently awarded an issue of 
$20,000,000 three and one-half per cent high- 
way bonds of the State of New Jersey. 

The New Brunswick Trust Company and 
the Liberty Bank of New Brunswick, N. J.., 
have been merged with Charles V. Veghte 
as president. 
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IMPOSING NEW BUILDING FOR PARIS OFFICE OF THE NATIONAL 
CITY BANK OF NEW YORK 


On the broad Champs-Elysees of Paris and 
not far from the Triumphal Arch, is located 
the imposing new home of the Paris branch 
of The National City Bank of New York 
which was formally opened on September 
7th. The preview crystallizes the opinion 
that it is one of the finest American banking 
structures abroad. The main lobby is topped 
by a skylight deme with a wide staircase 
that gives the interior the atmosphere of an 
art gallery. Green tinted marble from Greece 
and gray Napoleon marble from Boulogne- 
sur-Mer add to the charm and beauty of the 
lobby. The tones of green and gray are car- 
ried out in the wrought-iron work and the 
dull steel shade of the writing desks, radia- 
tors and fixtures. 

The edifice has required fifteen months for 
construction. The vaults of the bank are 
protected by walls twenty-eight inches thick 
with a floor and ceiling thirty-six inches 
thick behind giant American-made steel doors 
weighing twenty-three tons. Among the un- 
usual features of the premises are club 
rooms, a gymnasium and a kitchen for the 
employees and a roof suite for executives 


which includes a terrace salon and dining 
room. Oak paneling was used in the struc- 
ture, which has its own lighting, heating, 
plumbing and ventilation installation. There 
are fast American elevators connecting the 
six floors. 

The National City Bank will also main- 
tain the office hitherto occupied in the Boule- 
vi.rd Haussmann, with its full staff. 


FOREIGN-BORN POPULATION 
NEW YORK 
According to a recent report issued by the 
Census Bureau the foreign-born population 
of New York in New York City on April 1, 
1930, numbered 2,293,400, an increase of 15.2 
per cent since 1920. Of the foreign-born 
whites the Russians head the list with 442,- 
431, the Italians coming next with 440,250, 
Poles with 238,339, Germans 237,588 and 192,- 
810 from the Irish Free State. Italians lead 
in total of that descent with 1,070,355. 
Statistics covering the entire country show 
that 11 per cent of the nation’s population 
consists of foreign-born whites, numbering 
13,366,407. 
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HANDSOME NEw HEAD OFFICE IN PARIS, FRANCE, OF THE NATIONAL CITY BANK oF NEW YORK AT 
60, AVENUE DES CHAMPS ELYSEES 





LEGAL LIABILITIES OF DIRECTORS WITH RESPECT TO 
THEIR TRUST DEPARTMENTS 


HIGH STANDARDS APPLYING TO FIDUCIARY RESPONSIBILITY 


LOUIS S. HEADLEY 
Vice-president, First Trust Company of St. Paul, Minn. 


(EpIToR’s NOTE: 


Although official records disclose no instance where the obligations 


of a trust company director with respect to trust accounts has been litigated or where 
a claim of this nature has been asserted, it remains true that the present troublous 


times impose grave moral and legal responsibilities in 
well as executives. 


which rest upon directors as 


the conduct of trust business 
Following are salient extracts from 


an address on the subject by Mr. Headley at the recent Mid-Continent Trust Conference.) 


F bank directors are held to strict stand- 
ards of skill and diligence in the debtor- 
creditor relation which exists between the 
bank and its customer, we may confidently 
expect that trust company directors will be 
held to an even higher standard because of 
th fiduciary relation between the corpora 
tion and its cestui que trusts. The relation 


between corporation, director and third party 
is not different because the corporation is a 
trust company, but the required degree of 


prudence and skill is higher because of the 
great importance of the undertaking. With- 
out the aid of decided cases let us try to 
apply this rule to the administration of trust 
estates. 

The 
curities 


investment of funds and care of se- 
is near to the heart of the trust 
business. It is to be expected that one of 
the first concerns of a board of directors 
will be to provide adequate machinery for 
the purchase and review of securities. Should 
this machinery be lacking or wholly inade- 
quate, and in consequence funds remains un- 
invested or assets are lost, it seems probable 
that the negligent director could be held lia- 
ble. Or suppose directors leave to grossly 
incompetent officers important decisions with 
respect to the sale of real estate or other 
business affairs; or fail to require an audit 
of trust assets at reasonable intervals; or 
to require a bond of officers or employees; 
or to provide a reasonably safe place for the 
safekeeping of securities; or fail to establish 
an organization for insuring trust properties 
against fire; or fail to inquire into the legal 
qualifications of trust investments; or ig- 
nore the advice of counsel with respect to 
corporate practices; or fail to prevent frau- 
dulent acts of officers or fellow directors 
When called to their attention; or fail to ap- 


point committees or to hold meetings, or per- 
sistently neglect to attend sessions of the 
board ; and suppose that loss to a trust is the 
proximate result of one or several of these 
negligent acts or omissions, it seems prob- 
able that the delinquent director can be held 
liable. 


Not Required to Participate in Detailed 
Administration 


It is not required, of course, that a diree- 
tor shall participate in the detailed adminis- 
tration of trust estates. His duty is to 
direct rather than to administer. Directors 
are impliedly authorized to delegate to offi- 
cers and committees power to do many acts 
which are necessary or proper in the usual 
business of the company. When the busi- 
ness of a corporation is the administration 
of trust properties, it seems clear that the 
board can delegate to an executive or other 
appropriate committee from its own number, 
broad authority with respect thereto, and 
to its officers fairly comprehensive adminis- 
trative and discretionary duties. Aside from 
the requirements of the articles and by-laws, 
no definite rule will indicate what matters 
are of sufficient importance to require the 
attention of the executive committee, or of 
the board. This must ordinarily be left to 
the executive officers of the company. 

While a director, therefore, need not know 
of particular matters, he must be aware of 
the general practice which prevails in his 
company, and must require sufficient infor- 
mation from the officers and sufficient refer- 
ence to the directors to insure to the com- 
pany that degree of diligence and prudence 
on the part of the directors which the law 
requires. Directors are not obliged to estab- 
lish a system of espionage over officers and 
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employees, but in the expressive language of 
a distinguished law professor, “They must 
nose around, some.” They must see to it 
that adequate machinery is established and 
maintained and that it is kept in smooth 
operation. In a general way they must know 
what is going on. 

A director, then, must be honest, and he 
must be diligent to the extent which the 
situation requires. He must be prudent as 
well. If his prudence is of a superior qual- 
ity he must use such prudence as he has, 
and if his prudence is less than average, he 
had better not attempt to direct a trust com- 
pany. * * * 


Rule for Future Guidance 

One exploring field of this sort hopes to 
return with some comprehensive generaliza 
tion which will reconcile all of the decided 
cases and resolve every new situation—with 
some rule which will bring order out of ap- 
parent conflict of decisions, and will disclose 
a persistent principle for future guidance. 

Perhaps, here, as so often in the law, this 
governing principle is to be found in public 
policy. The law must maintain a standard 
of diligence and intelligent attention which 
on the one hand is sufficiently exacting to 
protect the public whose affairs have been 
committed to trust companies with implicit 
confidence, but which on the other hand is 
not so extreme as to deter all people of 
judgment and responsibility from assuming 
the position of director. This rule of policy 
seems to be at the bottom of most of the 
decided cases. Sir George Jessel says, “One 
must be very careful in administering the 
law of joint stock companies not to press so 
hard on honest directors as to make them 
liable for these constructive defaults, the 
only effect of which would be to deter all 
men of any property, and perhaps all men 
who have any character to lose, from be- 
coming directors of companies at all.” 

The U. S. Supreme Court expressed a sim- 
ilar feeling in Briggs vs. Spaulding when it 
adopted the following language from the 
Spering appeal, “It is evident that gentle- 
men selected by the stockholders from their 
own body ought not to be judged by the 
same strict standard as the agent or trustee 
of a private estate. Were such a rule ap- 
plied, no gentleman of character and respon- 
sibility would be found willing to accept such 
places.” The other aspect is expressed in a 
vigorous dissenting opinion in the same case, 
where on the particular facts the court 
exonerated the director defendants of negli- 
gence. 

Justice three associates de- 


Harlan and 














clared the case one of “supine, continuous 
negligence” on the part of certain directors 
and that the loss could have been avoided by 
the exercise of reasonable care. Mr. Harlan 
said, “No usage of national banks, nor any 
authority to carry on its business through 
executive officers and agents, will relieve its 
directors from the duty imposed upon them 
by law of diligently managing and diligently 
administering its affairs and actively super- 
vising the conduct of its officers and agents. 
They ought not, by accepting and holding the 
position of director, to give assurance to 
stockholders and depositors whose interests 
have been committed to their control, that 
the bank is being safely and honestly man- 
aged, without doing what prudent men of 
business recognize as essential to make such 
assurance of value.” The law will find a 
practical medium between these two ex- 
tremes, 


No Room for Playboys 

We may conclude that the law has no 
time for “dummy” officials or for directors 
who do not direct. The great growth of trust 
companies and the immense amount of prop- 
erty committed to their care makes it im- 
perative that they shall not be the trinkets 
of irresponsible playboys. Great names can- 
not be lent to trust companies with impunity. 
The advantages of membership on these 
boards must be paid for in service rendered. 
Directors must always bring to their tasks 
the diligence and skill which the office re- 
quires. On the other hand, there is nothing 
in the decided cases or in the expressions of 
the courts which indicates a purpose to en- 
large the office of director or to convert it 
into an executive position. The law continues 
to recognize that men of affairs make wise 
counsellors and that they must not be driven 
from office by over-exacting requirements on 
their time. The knave and the fool must 
go. But the man of sound judgment and 
large means who is willing to take his office 
seriously may continue, unafraid, to serve 
upon our boards of directors. 

fe fe 

William T. Halliday, formerly assistant 
treasurer of the Newton Centre Trust Com- 
pany of Newton, Mass., has been appointed 
executive vice-president of the Hingham 
Trust Company of Hingham, Mass. 

The City Bank & Trust Company has been 
chartered to conduct business in Macon, Ga., 
with capital of $110,000. 

Retail stores in the United States in 1929 
transacted a business of about $50,000,000.- 
000, according to statistics made public by 
the Census Bureau. 
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DEVELOPING NEW AND LEGITIMATE SOURCES OF 
REVENUE FOR BANKS AND TRUST COMPANIES 


SUCCESSFUL PLANS DEVISED BY MERCANTILE COMMERCE OF ST. LOUIS 
WHICH CONVERT BANK LOSSES INTO PROFIITS 


“Mercantile-Commerce,” the title by which 
the Mercantile-Commerce Bank & Trust Com- 
pany of St. Louis is popularly known in the 
banking fraternity has become a term synon- 
ymous with exceptional bank service to out- 
of-town correspondents. This institution has 
now come forth with an ultra-modern serv- 
ice which enables correspondent and other 
banks and trust companies to turn bank losses 
into profit. The reaction from bankers has 


been widespread and the institutions avail- 
ing themselves of the helpful plans devised 
by the Mercantile-Commerce, 
freely to beneficial results. 


have testified 

The new type of service to bankers con- 
sists of two plans. One of these furnishes 
banks with carefully tested material for ad- 
vertising and publicity campaigns which 
pave the way for the successful installation 
of service charges on unprofitable accounts. 
The second plan introduces the “interest float 
charge’ whereby the bank is reimbursed by 
making an interest charge for the time items 
on points outside of the bank’s home town 
are outstanding in process of collection. This 
latter charge plan makes available to banks 
generally the accruing income and new 
source of revenue of which many of the large 
city banks have already taken advantage by 
imposing interest float charge upon every 
local customer, whether individual, firm or 
corporation, regardless of the size of deposit. 

Hearkening back to the service charge 
plan as a means of creating revenue to which 
banks are fairly entitled because of the cost 
of carrying unprofitable balances, the man- 
ner in which the Mercantile-Commerce has 
solved this problem is described by Leo D. 
Kelly, vice-president of the company, to whom 
readers of TRUST COMPANIES Magazine who 
are interested, are invited to address them- 
Selves for complete details. The bank is 
first provided with a brief folder, together 
with a letter which shows how the banker 
is justly entitled to charge for his services 
and how the Mercantile-Commerce is pre- 
pared to help the banker install such charges, 
figured as near as possible on a cost basis. 


Then follows a second folder which is, in 
fact, a selling talk to the depositors. It sets 
out the full schedule of charges and explains 
in a convincing way the justice and reasons 
therefore. The folder is offered to the banker 
over his own bank’s own name, at the cost 
of printing or the banker may have the 
folders printed locally. The banker is ad- 
vised to conduct suitable publicity and ad- 
vertising in the community newspapers, pref- 
atory to sending out the second folder. The 
advertising and publicity departments of the 
Mercantile-Commerce have worked up news 
articles and series of advertisements adapt- 
able to the individual bank and which are 
made freely available to correspondent and 
other banks. This campaign ties in with the 
folder. The whole plan is so thorough in de- 
tail and application that it is an easy matter 
for the banker to install such charges and 
with practically little effort on his part. The 
campaign is designed and has been success- 
fully adopted by many banks. It has over- 
come the biggest obstacle, namely, dread of 
public reaction which is largely imaginative 
and visionary, because of the general ac- 
ceptance by depositors when the matter is 
placed before him in the proper way. The 
best results have been obtained where banks 
in a county or with two or three adjoining 
counties get together in installing the charge, 
so that the policy is practically unanimous. 
As regards the plan to increase bank rev- 
enues by means of the “interest float charge,” 
the Mercantile-Commerce has prepared for 
its correspondent banks a chart which re- 
veals at a glance, regardless of where lo- 
cated, the actual time of float on items de- 
posited on any point in the United States. 
The teller uses this chart to make his charges 
and the matter is presented in such a way 
that the customer can find no sound objec- 
tion to it. Speaking of the interest float 
charge as a just source of securing addi- 
tional revenues, Vice-president Kelly says: 
“To clearly illustrate the float problem, 
let us assume that a corporation moves into 
your town and opens an account with your 


























































436 








TRUST 


bank with $25,000 in currency; let us also 
assume that this firm manufactures a prod- 
uct that is sold to the orange growers in 
California. Now, suppose that in the case 
of your bank the float is ten days on Cali- 
fornia items (if float on these items to your 
bank happens to be less, there are other 
points where the float is ten days). The first 
day the manufacture receives and deposits 
in your bank $2,500 of checks on this ten-day 
point, and he draws an equal amount in 
cash or by checks in payment for raw mate- 
rial purchased locally. He continues this 
process of depositing the same amount, $2,500, 
and the same class of items withdrawing 
an equal amount each day; at the end of 
ten days, while your books would show 2 
credit balance of $25,000, this customer would 
not have a dime of collected funds with your 
bank. Not only that, generally your bank 
would be compelled to maintain from its 
own funds the reserve of from about 15 to 
30 per cent, or from $3,750 to $7,500, to say 
nothing of the work involved and the ex- 
pense of necessary supplies in handling such 
an account as this. 

“The interest float charge is only a sam- 
ple of what banks may do to increase their 
revenue with reasonable charges. If yon 
would like to gain an idea of the revenue 
your bank could expect, get one of our serv 
ice charge folders and the chart; compile 
the number of accounts you have under $100; 
the number of out of town checks deposited 
under $100, the number and amount of 
checks over $100, together with float time. 
and figure your charges for a period of ten 
days or a month. Armed with these figures. 
you can readily compute revenue yearly.” 
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RELIEVING WOMEN FROM BUSINESS 
BURDENS 


The Bank of Manhattan Trust Company of 
New York is wisely concentrating some of its 
display advertising on the advantages of 


business life insurance trust agreements. 
The appeal in this type of trust protection is 
most timely because of the condition of gen- 
eral business and the hardships so often im- 
posed upon wives of business partners who 
are confronted with unaccustomed problems 
when called upon to make decisions under 
bequests of part-owner of a business enter- 
prise. 

Experience shows how frequently heavy 
losses are incurred when a husband passes 
on to his surviving widow his interest in a 
partnership or close corporation. She may 
be tempted to do things which terminate the 
business entirely or call for sacrifices that 
are avoidable where the interest is protected 
by a business life insurance trust. Under 
such arrangement she receives a generous 
settlement in cash immediately and neither 
the business nor the heirs suffer. The ad- 
vantages of such trust insurance safeguards 
are set forth with illuminating examples in 
a booklet issued by the Bank of Manhattan 
Trust Company entitled, “American Business 
Needs This New Protection.” 


The First National Bank and the Com- 
mercial National Bank of Kenton, Ohio plans 
to unite with capital of $100,000 and sur- 
plus of $100,000. 

The Guaranty Trust Company of New York 
announces the appointment of John R. Bab- 
cock as a second vice-president. 











A SUGGESTION OF THE BARONIAL STYLE IN THE DESIGN OF THE NEw HOME OF 


THE MAYFIELD-LEE OFFICE OF THE CLEVELAND TRUST COMPANY 





THE CONSOLIDATED CENTRAL REPUBLIC BANK AND TRUST COM- 
PANY OF CHICAGO: ITS POLICIES AND EXECUTIVE PERSONNEL 


Both as an effective consolidation of physi- 
cal assets and a genuine blending of numer- 
ous human elements, the recent merger of 
The National Bank of the Republic and its 
affiliate, the Chicago Trust Company, with 
the Central Trust Company of Illinois, to- 
gether with their respective investment units, 
represents an achievement that is worthy of 
the finest traditions of banking in Chicago or 
elsewhere. Carried on during one of the 
most diflicult periods in our financial history, 
but in nowise occasioned thereby, the spirit 
which animates not only the official manage- 
ment but also the entire personnel of the 
Central Republic National Bank is typical 
of that quality of service and of unruffled 
confidence in the future, which is precisely 
what is needed not only to reinvigorate bank- 
ing but also business and industry in general. 
To enter the portals of the spacious rooms 
at 208 South LaSalle street, where the vo- 
luminous and numerous activities of the 


merged institutions are now centered, is to 
leave the “business depression complex” be- 
hind and inhale an atmosphere of refreshing 


activity and cheerfulness. 


JOSEPH E. OTIS 


Co-chairman of the Board, Central Republic Bank 
and Trust Company of Chicago 


The writer recalls the scene nearly thirty 
years ago, when as a “cub reporter” attend- 
ing the opening of the Central Trust Company 
of Illinois in 1902. There was something 
unusual in that event which attendance at 
numerous bank openings since then, has not 
effaced from memory. It was the charm, 
the dynamic qualities of “Charlie” Dawes’ 
personality which dominated these informal 
ceremonies. As founder and for many years 
active president, chairman and now honorable 
chairman of the board, the genius and un- 
conquerable spirit of “Charlie” Dawes con- 
tinues as the keynote of progressive man- 
agement at the consolidated Central Republic 
Bank and Trust Company, although repeat- 
edly responding to the eall of high office in 
public service and now attending to the duties 
of the United States Ambassador at the 
Court of St. James in London. 

The Central Republic Bank and Trust 
Company, as the third largest banking in- 
stitution in Chicago, is today serviced by 
as fine a body of officers, directors and loyal 
army of employees as exists anywhere in the 
world. In working out the numerous prob- 


PHILIP R. CLARKE 


President of the consolidated Central Republic Bank 
and Trust Company of Chicago 
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lems of adjustment the executive officers and 
various committees were glad of the pres- 
ence and counsel of their “honorary chair- 
man,” who had temporary leave of office and 
returned to his post in London on the eve of 
the formal opening of the consolidated bank 
on Monday, July 21. 


Commenting upon the fine cooperation dis- 
play by every member of the merging or- 
ganizations, President Philip R. Clarke, gave 
expression to the forward-looking policies of 
the Central Republic Bank & Trust Company, 
when he said: “It is this spirit of coopera- 
tion which, it seems to me, typifies more than 
anything else the policy of the new bank, for 
it is the desire of Central Republic Bank & 
Trust Company to cooperate to the fullest 
possible extent in every worth while effort 
having for its object the upbuilding of the 
city of Chicago, the State of Illinois, and the 
middle west. The very name of the new 
bank—“Central Republic’—has an important 
significance, for, though the new bank has, 
of course, national and international connec- 
tions, its true mission, and its greatest aim, 
will be to serve to the best of its ability the 
central portion of our great republic. 

The various details of the consolidation 
and of personnel have been sufficiently made 
known; but there are some features which 
bear emphasis. The new bank embodies the 
best elements of each of the consolidated 
units; is free from. any encumbering assets 
and has back of it all the cumulative advan- 
tages of seventy years’ experience. The com- 
bined capital, surplus and undivided profits 
amount to $28,000,000. At the time of open- 
ing the deposits approximated one-quarter 
of a billion dollars, exclusive of an imposing 
volume of fiduciary business. It is signifi- 
cant of the strong position of the company 
that the directors have to place the $14,000,- 
000 capital stock upon an annual dividend 
basis of $12 per share, beginning with the 
quarterly dividend payable on October 1st. 
While the earning power would admit of 
larger disbursement it is the wise policy of 
officers and directors of retaining substan- 
tial portion of net income to increase sur- 
plus, reserves and undivided profits, thus 
adding to book value of stock. 

Leadership in the executive management 
of the bank devolves upon President Philip 
R. Clarke and Joseph E., Otis, who shares 
with David R. Forgan, the offices of co- 
chairmen of the board and with John A. 
Lynch as chairman of the executive com- 
mittee. Vice-chairmen of the board are: 
Hugo E. Otte, M. E. Greenebaum and John 
W. O’Leary. Lucius Teter, widely known in 
trust company circles, who was president 
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of the Chicago Trust Company, occupies the 
office of vice-chairman of the executive com- 
mittee. Senior vice-presidents are: William 
R. Dawes, Aaron Colnon, Ward E. Castle and 
J. E. Lindquist. 

A noteworthy feature of the consolidation 
is the compact organization of departments 
embracing banking, operating, foreign, sav- 
ings, business extension, trust, real estaie 
loan departments and the operation of af- 
filiated safe deposit companies and invest- 
ment organization. Each department and 
division has its own executive head and offi- 
cial as well as employee personnel. The 
ground floor of the massive Central Repub- 
lic Bank building is occupied by the say- 
ings, foreign and investment departments. 
The commercial banking department takes 
in most of the capacious second bank floor 
with reservation for the real estate loan de- 
partment and the credit, business and adver- 
tising departments having accommodation on 
the mezzanine floor. 

The trust department, which is headed by 
Vice-president Arthur T. Leonard, is com- 
fortably housed on the nineteenth floor, in 
an atmosphere of quiet and dignity appro- 
priate to that type of business. The Central 
Republic Company, representing consolida- 
tion of the security affiliates of the merged 
institutions, and having capital of $5,000,000, 
is located on the main floor at 134 La Salle 
street, just opposite to the bank. Phillip R. 
Clark is also chairman of the board of the 
Central Republic Company with Carroll E. 
Gray, Jr., aS president and Samuel W. White 
and Louis H. Schroeder, as vice-presidents. 
A survey of the membership of the board of 
directors of fifty-two members, offers not 
only a big cross-section of important names 
in Chicago finance, business and industry, 
but shows that the membership of the vari- 
ous boards has been enlisted practically in- 
tact for the consolidated institution. 


ROADS OF ROMANCE IN VIRGINIA 

Julien H. Hill, president of the State- 
Planters Bank & Trust Company of Rich- 
mond, Va., is receiving numerous letters of 
appreciation in response to a new booklet 
issued by the bank, “Roads of Romance in 
Virginia, from the Mountains to the Sea.” 
The booklet, profusely illustrated, covers the 
historic places and scenic beauties of some 
fifty-three of the counties, and has been is- 
sued as the bank’s contribution to the forth- 
coming Sesquicentennial Celebrations to be 
held October 16th-19th. The booklet has been 
widely distributed outside of Virginia as wel. 
as locally. 
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J. H. BACHELLER SUCCEEDS THE LATE UZAL H. McCARTER AS PRESI- 
DENT OF THE FIDELITY UNION TRUST COMPANY OF NEWARK, N. J. 


The fine traditions of service and policies 
which characterized the constant growth of 
the Fidelity Union Trust Company of 
Newark, N. J., under the guidance of its late 
president, Uzal H. McCarter, are assured of 
progressive development by the election of 
J. H. Bacheller, senior vice-president, to suc- 
ceed Mr. McCarter as president. Mr. Bachel- 
ler thus assumes the active direction of the 
largest bank in New Jersey and the thirty- 
seventh largest in the United States. 

The board of directors also announced the 
election of Thomas N. McCarter, brother of 
the late president and also president of the 
Public Service Corporation of New Jersey, 
to the newly created office of chairman of 
the executive committee. At the same meet- 
ing Frederick J. Faulks, of Lindabury, Depue 
and Faulks, was added to the board and 
Paul C. Downing, vice-president, was elected 
a member of the executive committee. 

Mr. Bacheller brings to his responsible of- 
fice the qualities of long and successful ex- 
perience as a banker. He has been elevated 
by his fellow citizens to many positions of 
responsibility and trust, commanding the 


J. H. BACHELLER 


Who has succeeded the late Uzal H. McCarter as President 
of the Fidelity Union Trust Co. of Newark, N. J. 


esteem of the members of his community 
from every strata of society. He was presi- 
dent of the Ironbound Trust Company of 
Newark from 1907 to 1927, when he deter- 
mined to ally his institution with the Fidelity 
Union branch banking system. The Iron- 
bound was the largest of the five independent 
banks merged with the Fidelity Union at that 
time and Mr. Bacheller became senior vice- 
president of the combined institution. The 
scope of his public service to his city and 
state is shown by the offices he has occu- 
pied at various times. 

He entered politics in 1897, when he be- 
came an alderman from Newark’s Ninth 
Ward. He was Republican leader and chair- 
man of the Finance Committee for years 
and in his last year, 1903, was president of 
the board. He was elected an assemblyman 
in 1900 and three years later state senator. 
Mayor Doremus made him a member of the 
first Shade Tree Commission. For six years, 
1905 to 1911, he was comptroller of Newark. 
He also served on the Newark Board of Edu- 
cation and was president of the board. He 
occupies three non-salaried positions at the 


present time, those of Newark Sinking Fund 


Commissioner, Essex County Park Commis- 
sioner, and as president of the Newark Chil- 
dren’s Aid Society. He is also chairman of 
the Citizens’ Unemployment Relief Commit- 
tee, and has been active in Community Chest 
campaigns. 

He was born in Newark in 1869 and was 
educated in the public schools and Newark 
High School. His grandfather was a na- 
tive of Massachusetts as were his ancestors 
before him. Mr. Bacheller’s first business 
experience was as a clerk with the New York 
Life Insurance Company. Then he became 
associated with the late Samuel S. Dennis, 
banker, and later was placed in charge of 
the estate of A. L. Dennis, which he man- 
aged for years. 

William Scheerer, who continues as chair- 
man of the board of the Fidelity Union, has 
been identified with the banking business of 
Newark since 1874, when he made his first 
connection with the State Trust Company. 
He became president in 1902 of the Union 
National Bank with which the State Trust 
Company had been merged. When the. Union 
National was merged in 1921 with the Fi- 
delity Trust Company, Mr. Scheerer became 
chairman of the consolidated bank. He is a 
director in a number of financial institutions 
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and of the Public Service Corporation and 
also president of the Essex County Sinking 
Fund Commission which he has served for 
over twenty-five years. 

Thomas N. McCarter, brother of the late 
Uzal H. McCarter, who has been elected to 
the newly created office of chairman of the 
executive committee of the Fidelity Union, 
organized, and has been president of the 
Public Service Corporation of New Jersey 
since 1908. His early activities were in the 
law and in 1891 he became a member of the 
firm of McCarter, Williamson & McCarter, 
of which his father was the head. In 1896 
he was appointed by Governor Griggs as 
Judge of the First District Court of Newark 
and while on the bench was the author of 
“McCarter’s New Jersey District Court Prac- 
tice.” In 1899 he resigned from the bench 
and was elected to the State Senate from 
Essex County. He became senator leader 
and chairman of the Kepublican State Execu- 
tive Committee. He was also general coun- 
sel of the Fidelity Trust Company. In 1902 
he was appointed Attorney General by Goy- 
ernor Franklin Murphy and resigned the fol- 
lowing year to become president of the 
Public Service Corporation. In 1911-12 he 
was president of the American Electric Rail- 
way Association. Among other corporations 
and financial institutions he is a director of 


WILLIAM SCHEERER 


Chairman of the Board, Fidelity Union Trust Co., 
Newark, N. J. 
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the Chase National Bank of New York, the 
American Surety Company, United Gas Im- 
provement.Company and the United Corpora- 
tion. 


WORLD’S LARGEST PRIVATE TELE- 
PHONE SYSTEM 


The largest private telephone system in the 
world is that installed on the fifteenth floor 
of the new City Bank Farmers Trust Com- 
pany Building of New York, supplying the 
requirements of the National City Bank and 
the City Bank Farmers Trust Company. It 
has an ultimate capacity of 45,000,000 calls 
annually with 10,000 extension lines, 800 cen- 
tral office trunks, 800 tie-lines and about 80 
operating positions. When fully equipped the 
system will handle a daily total of 39,000 out- 
going calls, 59,000 incoming calls and 51,000 
interior inter-office calls. It is provided with 
the dial service which provides greater ac- 
curacy in getting desired numbers and pre- 
vents delays. 


Charles E. Hoyt, secretary and treasurer 
of the South Norwalk Trust Company of 
South Norwalk, Conn. recently celebrated his 
forty-seventh anniversary as a banker. For 
more than twenty-five years Mr. Hoyt has 
served as secretary and treasurer of the Con- 
necticut Bankers Association, 


THOMAS N. MCCARTER 


Chairman of the Executive Committee, Fidelity 
Union Trust Co., Newark, N. J. 
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The Oldest Trust Company 


in “Massachusetts 


Established 1868 
and its afhliated banks 


Offer Complete Fiduciary Service for Corporations 
Combined Trust Funds Over $30,000,000 


Worcester Bank & Trust Company 


Worcester, Mass. 


PROVISIONS IN THE WILL OF 
UZAL H. McCARTER 


The late Uzal H. McCarter, president of 
the Fidelity Union Trust Company of 
Newark, N. J., occupied such a distinguished 
position in trust company circles, especially 
as a staunch advocate of the highest stand- 
ards of fiduciary administration, that the 
provisions embodied in his last will and 
testament may be regarded as of unusual 
interest. The Fidelity Union Trust Company, 
with which Mr. McCarter became associated 
in 1889 and of which he was president since 
1907, is named as sole executor and trustee. 
Broad powers of authority and discretion re- 
flect the faith which Mr. McCarter naturally 
reposed in the trust company which he built 
up to become the largest banking institution 
in New Jersey. 

During his lifetime Mr. McCarter gave 
most generously to charitable, educational 
and community purposes. The will does not 
indicate the size of his estate. The principal 
beneficiary is the daughter, Mrs. Isabelle Mec- 
Carter Young of Newark, to whom is given 
the net income from the residue of the es- 
tate which is conveyed in trust to the Fidelity 
Union Trust Company. There are a number 
of direct bequests to relatives and faithful 
empleyees. Among those thus named are 
Roger Young, son-in-law, who receives $25,- 
000 and jewelry; to a nephew and namesake, 
the sum of $25,000; to a brother, Robert H. 
McCarter, $5,000; to a second brother, 
Thomas N. McCarter, $5,000 and various 
sums to other relatives and employees. “Tow- 
er Hill Farms,” a country estate and farm 
is bequeathed to the daughter. 

The will indicates that Mr. McCarter made 
wise provision by means of life insurance 
to meet immediate requirements. The ex- 
ecutor and trustee is expressly authorized 
and empowered to hold as part of the estate 
any investments made by the testator in his 
lifetime and to invest and reinvest in their 
discretion, although the same may not be 


such as are classed as legal investments un- 
der the laws of New Jersey. Interest from 
bonds is to be treated and applied without 
amortization and all cash dividends, ordinary 
and extraordinary (except liquidating divi- 
dends) as income earned only as of the date 
of payment thereof and as distributable to 
the beneficiaries to whom income is then 
payable. All stock dividends, liquidated divi- 
dends and other things of value, other thaa 
money, shall be applied as principal. There 
are further provisions covering stock of cor- 
porations issuing rights to subscribe for ad- 
ditional stock and authorizing the executor 
and trustee to subscribe for such stock and 
to continue to hold the same as part of the 
trust estate, without liability for loss on ac- 
count thereof. Other provisions relate to 
transfer or registration of stocks; exchange 
of securities of any corporation, consent to 
reorganization and “generally, to exercise in 
respect of all stocks, bonds or other invest- 
ments held by it (executor and trustee) here- 
under all rights, powers and privileges as 
are or may be lawfully exercised by any 
person owning similar property in his owr 
right.” 

The will also contains the provision that 
upon the death of the daughter, Isabelle Me- 
Carter Young, the trustee is authorized to 
transfer and distribute the corpus of the 
trust estate in such lawful manner as may 
be designated by said daughter in her last 
will and testament. In default of such ap- 
pointment the corpus is to be distributed in 
equal parts to Mr. McCarter’s two brothers. 
a sister, the son-in-law and two nieces. 


Reversing a previous decision the Ohio Su- 
preme Court has legalized an issue of Allen 
County municipal and county improvement 
bonds. 

Lawrence W. Porter, chief clerk of the 
real estate loan department of the Cleveland 
Trust Company, has been elected president 
of the Cleveland Trust Club. 





“ENLISTING THE CREATIVE FORCES IN FINANCE AND 
BANKING” 


KEYNOTE OF SIXTEENTH ANNUAL CONVENTION 
of the 


FINANCIAL ADVERTISERS ASSOCIATION 


ENERATIONS ago there was born 

in Boston the martial spirit which won 

political freedom and independence 
for this nation. Something of that same 
spirit, although translated into terms of 
freedom from vassalage and the crushing 
burdens imposed by current business and 
economic depression was given voice the 
other day in that city of revered history and 
traditional culture. Although more prosaic 
and bereft of the patriotic glamour which at- 
tended the earlier events, the standard raised 
at the recent sixteenth annual convention 


of the Financial Advertisers Association in 
Boston, bears a challenge that deserves to 
throughout the 


find invigorating 
land. 

The keynote and platform for nationwide 
action set up at this gathering is labeled 
“Enlisting the Creative Forces in Finance 
and Banking.” It contains a vital message, 
addressed not merely to those who indus- 
triously labor to provide advertising “copy” 
and produce new business for banks, trust 
companies and financial institutions, but to the 
awakening of forces in banking, finance and 
business which have been permitted to lie 
dormant at a time when they are urgently 
needed and provide those very instruments 
which will aid more than any other towards 
restoring reason, starting idle machinery and 
wealth in motion. 

One refreshing characteristic of this con- 
vention was that it did not indulge in futile 
post mortems. Deliberations and plans fer 
the future were directed at a definite, con- 
structive goal, namely to bridge the gap which 
has been created by lack of faith, misun- 
derstanding and unwarranted criticism on the 
part of a large portion of the public toward 
the functions and fundamenta! integrity of 
American finance and banking. The formula 
and its application was clearly outlined dur- 
ing the proceedings of the Bostun conven- 
tion. A systematic and nationwide eampaign 


response 


to create better public understanding toward 
the operations and stability as well as func- 
tions of banks and trust companies, especially 
by means of concerted institutional and com- 
munity advertising, was one feature of the 
plan to be set in motion. 

What the financial advertising mea at 
Boston accomplished was to make clear why 
lack of confidence existed and what should 
and must be done to overcome it. Facts 
and figures “from the record” as Al Smith 
would say, were produced to show trust 
companies and financial institutions may most 
effectively use the broom to sweep away 
much of the debris and gloom. Money spent 
today on educational and “institutional” bank 
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advertising, it was shown, will yield most 
profitable results in stimulating both public 
confidence and breaking down the walls of 
fear, distrust and hesitation. 


Opening Session of the Convention 

It may be well that the Financial Adver- 
tisers Association has made a new and bigger 
name for itself as a result of the proceedings 
and constructive plans projected at the Bos- 
ton convention. There was a liberal atten- 
dance of bank and trust company advertising 
and new business men from all points of the 
country. With “The Creative Force in Fi- 
nance and Banking” as the dominating motif, 
this then was broken down into department 
subjects as regards advertising and new busi- 
ness relating to commercial banking, trust 
business, savings and investments. 

The opening general session was presided 
over by Alva G. Maxwell, vice-president of 
the Citizens & Southern National Bank of 
Atlanta, as general chairman. After ad- 
dresses of welcome and response by C. H. 
McMahon, vice-president of the association 
and assistant vice-president of the First 
National of Detroit, the attack on the real 
order of the day was made by F. R. Kerman, 
vice-president of the Transamerica Corpora- 
tion, of San Francisco, as president. His ad- 
dress was one of incisive presentation of 
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facts. After briefly dwelling upon the asso- 
ciation’s seven standards of practice and 
the valuable work which is being accom- 
plished by the organization, its officers and its 
committees in raising the standards and 
quality of financial advertising, he said in 
part: 

“We need to secure a more accurate public 
understanding of the place which our insti- 
tutions hold in their respective communities. 
This association, through the efforts of its 
individual members and from its contact 
with other organizations, can well undertake 
the formulation of a program seeking to re- 
define banking and re-indentify banks with 
the purposes they serve. Good banks, like 
good. wines, need a ‘bush’. We have in this 
association the latent capacity to take the 
facts as they are known to be, and present 
a highly interesting and instructive story. 
The public has a tremendous stake in the 
preservation and continuing prosperity of our 
financial organization, and ours is the privi- 
lege of doing so, inviting a job that the satis- 
factory outcome of present difficulties may 
be assured.” 


Frank Sisson on ‘‘The Creative Forces in 
Finance”’ 
It devolved upon Francis H. Sisson, vice- 
president of the Guaranty Trust Company of 


New York, to give accent to the keynote and 
dominant purpose of this year’s convention. 
His well known talent for such task is fam- 
iliar to trust men attending trust company 
conferences and as the founder and master 


hand in conducting the nationwide educa- 
tional trust company campaign. He led up 
to this central subject by presenting the 
striking contrast in prevailing conditions 
with ample sources of wealth, savings, pro- 
ductive capacity and potential credit. He 
sketched prevailing conditions, stating that 
while funds are abundant, credit is scarce. 
He dwelt on the “bandwagon psychology” in 
American business which is carried away by 
enthusiasms, which overlooks signs of danger 
when times are good, and lacks either the 
confidence to see favorable factors when 
depression sets in or to act with courage of 
convictions. Mr. Sisson continued: 

“Tt is at such a time that the creative 
positive and constructive forces of business 
must be invoked and pressed into service. 
This group is particularly concerned in that 
situation. In the very nature of your work 
you are builders and deal primarily with 
the creative forces of business. So as ad- 
vertising men we must face the problem and 
add our particular efforts to its solution. 
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It is not only desirable for the general public 
to comprehend exactly what advertising can 
accomplish in times like these, but it is of 
even more importance for business executives 
to grasp the fact that the constructive force 
of advertising can be used, in combination 
with sound and far-seeing management, to 
lift business from the doldrums. 

“Even if we had not the facts to prove 
otherwise, it would be ridiculous to say 
that two short years have reduced this coun- 
try from affluence to poverty. There is as 
much wealth or practically as much, in this 
country as there was in 1929. sut it has 
stopped turning over so rapidly. And the 
amount of business that purchasing power 
can accomplish depends upon its turnover. 
The job of advertising men, is to expedite 
and accelerate that turnover.” 

Convincing Figures on Aggressive Adver- 

tising and Selling Results 

Interesting summaries were submitted by 
Mr. Sisson contrasting results in industry 
and finance where vigorous advertising and 
selling was maintained as compared to the 
consequences of reducing advertising expen- 
diture and sales effort. He quoted from a 
bulletin issued last spring by the Research 
Sureau of the Advertising Federation of 
America giving an analysis of 97 companies 
and including all advertisers whose records 
on advertising and profits were available 
for 1929 and 1930. It was found that 62 of 
these companies spent more for advertising 
in 1930 than in 1929 and that 35 companies 
reduced their 1930 appropriations. While 
average profits of both groups declined, the 
amount of decline was unequal. In the group 
With increased advertising in 1930 the drop 
in profits from 1929 was 29 per cent while 
the group which decreased advertising in 
1930 experienced a drop of 55 per cent from 
1929 records. Carrying the analysis from 
available interim reports through the present 
year the results are even more pronounced 
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in favor of larger expenditure for advertising 
and sales effort than shown for similar period 
during 1930, 

Mr. Sisson quoted from further analyses 
of business conditions in various cities based 
on advertising lineage and business volume 
which revealed distinctive upward trend in 
cities having largest lineage of advertising 
and declining trends in localities which re- 
ported least advertising. Financial advertis- 
ing figures likewise revealed the advantage 
of maintaining advertising policy. 


Constructive Task for Financial Advertising 

“Another field for the creative forces of 
publicity opens before us as financial adver- 
tising men today. In times of business de- 
pression banks must bear a large part cf 
the public’s criticism as contributing factors 
to the troubles of the day. Most of this criti- 
cism is quite irrational and unjust ; some may 
be warranted. But the burden lies upon us 
at such a time to keep our institutions and 
the character of service they render first, 
so clearly above criticism and, second, so 
clearly before the public that the shafis of 
public attack do not register. Jt is particu- 
larly a time for good will and institutional 
publicity, not only for individuai institu- 
tions, but for banking groups and associa- 
tions, in which, through paid space and 
public utterance, the essential truths about 
the banking business are established in the 
public understanding. 


“In spite of isolated instances of dishonesty 
and bad banking practice, the vital truth is 
that the banking structure of this country 
as a whole has stood up under a _ period 
of the greatest strain, and rendered service 
to our business institutions. Political at- 
tacks, hostile legislation and business an- 
tagonism may all be anticipated as by-pro- 
ducts of such a period. To keep our own 
institutions and our business as a whole 
before the American public in their true 
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character, with their capacities for service 
thoroughly understood, is the part of con- 
structive effort which the hour calls for.’ 

The remainder of the program of the first 
general session of the convention was de- 
voted to an address by Kenneth Goode, of 
Futura Publications, Inec., on “What About 
Advertising?” and by Col. R. R. McCormick, 
publisher of the Chicago Tribune, on “Adver- 
tising’s Opportunity to Help in Today’s Prob- 
lems.” 


Trust Advertising and Development 

Speakers on trust advertising and develop- 
ment came to bat on Tuesday morning, Sept. 
15, at the trust departmental session, with W. 
Herrick Brown of the Old Colony Trust 
Company of Boston, presiding. The first 
speaker was Ripley L. Dana of the Boston 
law firm of Pillsbury, Dana, Young & Moul- 
ton, whose topic was “Corporate Fidudciaries 
and Lawyers,” extracts from which appear 
elsewhere in this issue of Trust CoMPANIES. 
In speaking of the increase in volume of 
trust business due to the activities and func- 
tions of corporate fiduciaries, he said: 

“In Massachusetts alone the value of trust 
assets in the hands of corporate fiduciaries 
has increased from under $15,000,000 in 1900 
to over $1,000,000,000 today. It is obvious, 
of course, that this tremendous increase in 
trust business in the last thirty years would 
not have occurred if the bank had not itself 
gone into the trust field and by the use of 
modern business methods created a demand 
for trust service. The lawyer-trustee would 
never have brought about any such increase 
himself. He should now realize that even 
if the bank had contented itself with its 
old-time commercial banking and had kept 
out of the trust field altogether, the individ- 
ual trustee today would have a small fraction 
only of the trust business now done by the 
corporate fiduciary. But it is hard to keep 
this fact in mind and the lawyer’s original 
antagonism to the corporate fiduciary has 
become intensified as the volume of trust 
business and the corresponding opportuni- 
ties for profit have increased. He still feels 
that what really belongs to him has been 
taken away from him.” 


Trust Advertising 

An interesting paper was next presented 
by A. D. Chiquoine, Jr., vice-president of 
Batten, Barton, Durstine & Osborne, Inc., of 
New York, on trust advertising, dealing with 
context, form and adaptation with respect 
to two factors, namely what to put in and 
what to leave out. Summarizing his dis- 
cussion on this subject, Mr. Chiquoine said: 
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“The first condition to the conduct of a 
good advertising campaign is the proper plac- 
ing of responsibility. The old axiom that 
too many cooks spoil the broth is as true 
today as it ever was. Let us start soundly. 
Let us bring the best man we can into any 
business to act as advertising manager. Place 
upon him the responsibility of his depart- 
ment. 

“Consistency of advertising is equally im- 
portant, the quality of sticking to a pro- 
gram until it has been demonstrated is the 
second requisite to good advertising. This, 
together with teamwork by advertisers and 
new business departments, is the sound course 
towards far reaching results. These de- 
partments should be geared to work hand 
in hand. In general business advertising 


is not a separate and distinct activity which 
may be isolated at any time, but a vital 


Franklin W. Ganse on Cooperation With 
Life Underwriters 

Tuesday evening, Sept. 15, was given over 
to a special dinner at which trust develop- 
ment and advertising matters were discussed, 
with W. Herrick Brown as chairman. The 
first speaker called on was L. L. Montgomery, 
sales counselor, whose topic was “Selling the 
Trust Idea’. He was followed by Franklin 
W. Ganse, trustee of the American College 
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of Life Underwriters and manager of estate 
protection department of the Paul F,. Clark 
Agency of the John Hancock Mutual Life 
Insurance Company of Boston, who addressed 
himself to the subject: “Common Sense Co- 
operation Between Life Underwriters and 
Corporate Fiduciaries.” 

“The financial and commercial depression,” 
said Mr. Ganse, “has undoubtedly reduced 
the number and volume of life insurance 
trusts, and this state of affairs naturally 
leads us to consider whether we cannot make 
our cooperation more intelligent in the better 
times which are around the corner. Times 
like these make us more considerate, and 
such thoughtfulness comes at a good stage 
of the peculiar and successful cooperation 
which has led to the establishment of so 
many life insurance trusts in the last few 
years.” 

Mr. F. Ganse called for a more intelligent 
basis of cooperation and of the life under- 
writer and the trust company each sticking to 
his own work. He called for more intelli- 
gence in general method of handling cases, 
maintaining contacts, covering respective 
fields of service, improving literature and 
improving trust deeds and beneficiary forms. 
He cautioned against entangling alliances 
and advocated a broadening of plans as the 
years go by. In conclusion he said: 

“Fine as well-made life insurance trust 
is, it is only a part of the great work of 
making estates of greater service to bene- 
ficiaries and the community. It is this broad 
idea of estate protection which has brought 
us together, and it should actuate each in- 
dividual who enters the cooperative field. 
It involves cooperation with the lawyers 
in many cases. In fact the work of the life 
underwriters alone in persuading their pol- 
icyholders and prospects to put their estates 
into good order in advance, should greatly 
increase the work of the legal profession, 
Whose services are needed at every turn. 
We must inform ourselves broadly about 
wills, trusts of the principal forms, inheri- 
tance taxes and business hazards, just as the 
underwriter has studied life insurance trust 
and the trust officer has studied life insur- 
ance—that is—enough to make intelligent 
suggestions which will lead on prospects 
to consider and act upon the estate prob- 
lems which are so _ generally neglected. 
Every man with whom we discuss the life 
insurance trust, should get from us a brief 
outline of a well balanced estate. And this 
will lead to more law business, more trust 
business and more life insurance business. 

“If the time has come when our coopera- 
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tive effort is settling down into a regular 
feature of the work in our respective fields, 
then do we not want to think a little less 
about volume and more about quality of 
service down to all the details which come 
up in all normal cases? If we do that the 
volume will take care of itself. The in- 
come idea, so comparatively new in this 
country, naturally leads to the creation of 
a volume of insurance and other trusteed 
assets twenty or twenty-five times that of 
the desired annual income. 

“As a selling proposition the strength of 
the life insurance trust is triangular—pros- 
pect, trust officer, underwriter. To pre- 
serve this strength requires that we do not 
weaken any side of the triangle. We can 
avoid this only if we advocate in our work, 
our printed matter and our advertising the 
best service and the fullest and fairest team 


- 9 


work. 





Excellent Papers at Departmental Sessions 
The sessions of the various departmentals 
relating to commercial banking, new busi- 


ness, investment and savings, yielded a 
wealth of valuable and suggestive ideas and 
formulas, based on actual experience. The 
first session of the commercial departmental 
was opened with an address by Edwin Bird 
Wilson, president of Edwin Bird Wilson, 
Ine., New York, who spoke on “The Impor- 
tance of Commercial Bank Advertising.” 
The concluding papers of the first session 
were by C. H. McMahon, assistant vice- 
president of the First National Bank of 
Detroit on “Can Loan Policies Be Ex- 
plained in Commercial Bank Advertising” 
and by L. W. Munro of Doremus & Com- 
pany, Boston, on “Attracting Commercial 
Business Through National Advertising.” 


Group and Chain Bank Advertising 
Walter H. Johnson, Jr., vice-president of 
the Marine Trust Company of Buffalo and 
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of the Marine Midland Group, Ine. spoke 
on “What Group and Chain Banks Are Doing 
in Advertising for Commercial Accounts.” 
Mr. Johnson pointed out the fact that after 
all the real reason for the existence of a 
sales and advertising department in any 
organization is to increase the profits of 
that organization. Just as in many an in- 
dustrial and manufacturing company in the 
past decade much stress was laid on volume 
this was true to a greater or less degree in 
the banking business. At the present time, 
in Mr. Johnson’s opinion, the activities of 
banks from a sales standpoint are best di- 
rected to getting the existing business on 
a more profitable basis. This involves a 
substantial reduction in rates of interest 
paid on both time and demand deposits. 
In our efforts along these lines banks of 
the Marine Midland Group have taken this 
opportunity of educating the public to the 
importance of the banks maintaining their 
position as trustee of depositors’ funds. Ad- 
hering to the sacredness of such a trust 
means naturally the investment of deposit- 
ors’ money only in the highest grades of 
securities. With such securities on a low 


yield basis, this of necessity means a reduc- 
tion in rate of interest which banks can 
properly pay on deposits. 

Mr. Johnson also touched upon the fact 
that so-called regional banks in this country 
today—be they unit banks, branch banks or 
group banking systems—have opportunity 
for being of definite service to national com- 
panies in assisting them in their problems 
of marketing. Such banks can bring to na- 
tional companies an intimate knowledge of 
local conditions over a wide area; can assist 
them in their dealer problems and cooperate 
with them in seeing to it that dealers and 
retailers conduct their business on a _ busi- 
ness-like basis. In conclusion, Mr. Johnson 
said: “These are the days when respect is 
more important than popularity—safety 
more important than size. To the extent 
which we adhere to such principles the pub- 
lic will be well served.” 


Proper Coordination of New Business and 
Advertising 

“Let us have no illusions about either the 
was that presented by Chester L. Price of 
the Central Republic Bank and Trust Com- 
pany of Chicago, on coordination of new 
business and advertising. He said in part: 

“Let us have no illusions about either the 
force of bank advertising or the selling of 
a bank’s services. We may build organiza- 
tions and make plans. We may coordinate 
and cooperate. We may be scientific or 
haphazard. I believe sincerely in scientific 
methods, in coordinated programs and in co- 
operative effort. But we must not conclude 
that we shall succeed because of that or 
fail because of lack of it. All that we 
know about bank advertising or about sell- 
ing bank and trust service, so far as re- 
sults are concerned, is this: If we try and 
keep on trying, we win. If we don’t try, 
we don’t fail, but we make progress slowly 
if, indeed, we make any at all. We can 
look over the field and see the growing, 
successful banks. They advertise. They 
sell. We see the unprogressive, lagging 
banks. They don’t advertise. They don’t 
sell. 

“We draw a conclusion—justified, I think 
—that the advertising and selling banks are 
the aggressive, well known banks. We can’t 
draw a conclusion as to the others. They 
may be well satisfied. They may be serving 
their customers well. They may be pros- 
perous and strong. Nobody knows. We 
may infer that nobody cares. We may 
draw another conclusion but it may not be 
so well justified, namely, that if we do 
strive for new business, if we do advertise, 
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then it is worth doing in the best manner 
possible; that is, through studied plan, co- 
ordinated method and by cooperative effort. 
Thus we get the fullest return for every 
dollar spent.’’ 


Bank to Bank Advertising 

G. Prather Knapp, director of banking 
publications of Rand McNally & Co. sub- 
mitted his views on “Bank to Bank Adver- 
tising,” in which he voiced results of his 
experiences and observations as former ad- 
vertising manager of one of the largest 
trust companies in the Mississippi Valley 
district and as a financial publisher. “— 
was never more serious in my life,’ col- 
cluded Mr. Knapp, “than I am when I say 
that it is up to this Association to help 
banking get the sort of journalism which 
a great profession requires and deserves. 
Law has it. Medicine has it. Engineer- 
ing has it. Transportation has it. Bank- 
ing lacks it for the sole and sufficient reason 
that banking has yet to take the position 
that it will support distinguished journal- 


ism and will not support any other kind.” 


New Business Departmental 
The session of the new business depart- 
mental was productive of some of the best 
papers of the convention. <A feature of the 
program was the discussion of “Correct Bank 
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Salesmanship” by Mark A. Bartlett, director 
of public relations of the North Carolina 
Bank and Trust Company of Greensboro, 
N. C. He said in part: 

“Correct bank salesmanship consists of 
a continuous, consistent and intelligent use 
of all selling agencies in proper proportions 
to each other. These selling mediums are ad- 
vertising, publicity and personal contact. In 
order to satisfactorily accomplish the job we 
should use all of them. Too frequently we 
find banks which run an advertising and 
publicity campaign and carry on their per- 
sonal contact work in a “slip-shod” manner. 
They expect the printed message to carry 
the burden. Nothing could be more hope- 
less. On the other hand we find bankers 
who do not believe in advertising simply 
because new customers do not walk into the 
lobby with an advertisement in one hand 
and a nice, new, fresh deposit in the other. 
They expect their officers, directors, and em- 
ployees to carry the load and in many cases 
do not even make an attempt to help them 
with the work through an organized New 
Business Department. This is also a grave 
mistake. No sales effort will prove satis- 
factory unless all sales forces are employed 
properly and coordinated through a central 
head. Organization as in every other en- 
deavor is a prerequisite in bank salesman- 
ship. Every bank organizes its bookkeeping, 
transit, discount, collection and other de- 
partments coordinating them all under one 
management. Yet many of these same banks 
will expect results from an unorganized 
business development effort. 

“To properly coordinate the work of your 
sales mediums (advertising, publicity, and 
personal contact) it is desirable that they 
be under the supervision of one head. In 
many cases where the institution is suffi- 
cently large to make necessary an advertis- 
ing department and a business development 
department under separate managers, these 
two divisions of the sales organization should 
be responsible to the same official. In the 
final analysis these two sales forces are 
striving toward the same goal and conse- 
quently should work in the same channel.” 


“Read ’Em and Weep” 

Other addresses on new business aspects 
were presented by Wade G. Murrah, new 
business manager of the First National Bank 
of Atlanta, Ga., and Gardner B. Perry, vice- 
president of the Northwest Bancorporation 
of Minneapolis. 

There was considerably more laughter than 
weeping among the delegates who heard the 
address entitled, “Read ’Em and Weep” by 
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Charles Holcomb of Woleott & Holcomb, 
Advertising Agency of Boston, who paid his 
keen-witted respects, with the assistance of 
charts and cartoons, to various specimens 
of advertising copy writing and wound up 
his remarks as follows: 

“There are many other points which could 
be included in any check list of copy troubles. 
But even though you built the list up to 
100 and were able to make every piece of 
copy which went out meet each point, you 
would still lack the one priceless ingredient, 
as Squib has—or had—it, needed in successful 
advertising. And that is, to cut out as many 
variables as possible. Before copy is run, 
test the copy appeal, headline, type of lay- 
out, long or short copy, inquiries, number of 
insertions and other unknown factors. This 
can be done on a very elaborate scale or can 
be made as simple as getting out a few lay- 
outs in pencil, having them photostated and 
passed on by a jury of representative con- 
sumers. Forget the idea of a predetermined 
campaign. Test your ad first. Then check 
your copy. Keep careful records and don’t 
be afraid to experiment. Let today’s ex- 
perience be your guide for tomorrow and 
you will take your stand in that growing 
army of those who are learning how to 
make advertising more productive.” 


NEW IMPORTANCE OF COMMERCIAL 
BANK ADVERTISING 


One of the most illuminating addresses 
presented at the Financial Advertisers Asso- 
ciation convention was that by Edwin Bird 
Wilson, president of Edwin Bird Wilson, Inc., 
of New York and Chicago, dealing with 
“The New Importance of Commercial Bank 
Advertising.” The many years of experience 
in developing efficient bank advertising poli- 
cies upon which Mr. Wilson is privileged to 
draw clear-cut conclusions, gave very timely 
value to his paper. He gave particular em- 
phasis to the new demands and opportunities 
that should command commercial banks in 
determining upon their advertising and pub- 
licity policies, particularly in the light of 
current business conditions and changing eco- 
nomical aspects. 

Mr. Wilson pointed out clearly the way to 
enlist advertising in behalf of the restoration 
of public confidence in banks which has been 
influenced by numerous bank failures. He 
pleaded for honest presentation of facts re- 
garding banking and depending upon the 
public to exercise sound and impartial judg- 
ment. In part Mr. Wilson said: 

“The increased strength of commercial 
banks gives added, new importance to their 
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advertising. Greater strength should mean 
greater self-confidence in their ability to 
serve the public and it furnishes better argu- 
ments for advertising, more convincing facts, 
more pulling power. The stronger a bank is, 
the better right it has to ask the public for 
business, the greater moral obligation it has 
to offer its protection and help to business. 
It seems just too bad that some of our best 
managed and strongest banks have been out- 
advertised by badly managed, weak banks 
which have taken their toll and left their 
customers flat. Too many powerful banks 
have been silent while witnessing bank rob- 
beries—of the public. It is highly important 
now that strong well-managed banks make 
extraordinary efforts to throw their protec- 
tion around honest business. Selfishly stated, 
strong banks can become stronger and more 
profitable by advertising to get business 
which the banks can guide into greater 
strength. Such considerations vastly out- 


weigh the immediate problem of low money 
rates and unprofitable deposits.” 


NEW NATIONAL ADVISORY COUNCIL OF 
THE FINANCIAL ADVERTISERS 
ASSOCIATION 


In order to enlist the aid and counsel of 
former presidents and other leaders in the 
field of bank and trust company advertising, 
the directors of the Financial Advertisers 
Association decided to create a new senior 
Advisory Council, the members of which are 
as follows: 

Francis H. Sisson, vice-president, Guaranty 
Trust Company, New York, and these former 
presidents of the F. A. A.: M. E. Holderness, 
executive vice-president of the First National 
Bank of St. Louis; Guy W. Cook of the First 
National Bank of Chicago; W. R. Morehouse, 
vice-president of the Security-First National 
Bank of Los Angeles; Fred W. Ellsworth. 
vice-president of the Hibernia Bank & Trust 
Company, New Orleans; Gaylord 8S. Morse of 
the First National Bank of Chicago. 

Edward H. Kittredge of Hornblower & 
Weeks, Boston; Clinton F. Berry, vice-presi- 
dent of the Union Guardian Trust Company, 
Detroit; Charles H. Wetterau of the American 
National Bank, Nashville, and U. Earle Bry- 
son, vice-president of Halsey, Stuart & Com- 
pany, Chicago; also C. A. Gode of the Conti- 
nent Illinois Bank & Trust Company, Chi- 
cago; Fred Staker, assistant vice-president 
of the Commerce Trust Company of Kansas 
City; Robert J. Izant, vice-president of the 
Central United National Bank, Cleveland; 
Ethel B. Scully of Morris T. Fox Company, 
Milwaukee; Frank Leroy Blanchard of 
Henry L. Doherty & Company, New York. 
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BANK AND TRUST ADVERTISING THAT PAYS 


FRED M. STAKER 
Assistant Vice-president, Commerce Trust Company, Kansas City, Mo. 


(NotE: The following are some random 
paragraphs taken from a crisp and sophisti- 
cated address on the subject of ’ Advertising 
that Pays,’ presented at the recent Mid- 
Continent Trust Conference.) 


N saying to you that I don’t know enough 

about advertising to cover the subject, I 

have not jested, in any respect, After 
eighteen years’ work in financial advertising, 
I tell you in all sincerity that there is only 
one thing I know about advertising, and that 
is, it pays. All the rest are merely opinions 
which may be wrong. When I find one is 
wrong, I won’t cheat myself and my bank by 
hanging onto it. 

“Any advertiser will tell you that before 
he can do an intelligent job, he must analyze 
his market. What is the market for bank 
and trust company service? I will tell you 
what it is—it is precisely and exactly meas- 
ured by the amount of business we bankers 
are doing today, and not one whit more. 

“Why should I patronize your savings de- 
partment when it is much more fun to 
spend my money? Why should I buy your 
bonds or mortgages when I can today buy in- 
viting speculative stocks at such low prices? 
Why should I be interested in creating a 
living trust and thereby putting a great por- 
tion of my property entirely out of my own 
control? Why should I make a will—I don’t 
want to think about dying? Why use your 
safe deposit vaults when my desk drawer is 
so handy? If analyzed on the basis of those 
questions, you can readily see that you have 
to sell me every service of your bank. You 
have to change my point of view. You have 
to make a market for your financial services. 

“The things you know about your bank 
so well that they are a b ec to you, are still 
things that most people don’t know. The pub- 
lic does not want to know everything you 
know about your bank. But you can easily 
find out what they want to know if you just 
listen to your patrons. What they ask you 
will always, always fall into just one type 
of question—‘How will this benefit me?’ If 
bank advertisers could only get that fact 
burned into their consciousness, it would 


so 


Save many wasted advertising dollars, and 
believe me, that is no small item. 

“To sum up, the things not to advertise 
that is, the things that do not intrigue the 
reader, it is pretty safe to avoid too much 
talk about your colossal size, your invincible 
strength and your hoary age. Really, those 
are not absorbingly entertaining topics to 
the world at large. Please believe me that 
I do not criticize those advertisements in an 
ugly spirit. I am only endeavoring to cut 
down the eighty per cent waste. Nor shall 
1 leave you before giving examples of some 
published. 

“In your advertising, whether it be news- 
paper, direct mail, car card, outdoor display 
or whatnot, you have four competitors for 
public attention. The first is the current news 
of the day. Your next competitor is pictures. 
The third competitor is fiction. The fourth 
competitor is the other advertiser.” 


FRED M. STAKER 


Assistant Vice President, Commerce Trust Co. 
Kansas City, Mo. 
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SERVICE CHARGE ADVERTISING 


One of the most valuable and practical con- 
tributions to the discussions at the commer- 
cial departmental session of the convention 
was that by S. F. Joor, Jr., of the new busi- 
ness department of the First Trust & Deposit 
Company of Syracuse, N. Y. His survey of 
the subject of “Service Charge Advertising” 
embodied also the results of a nationwide 
canvass of the experience of numerous banks 
and trust companies in securing the adoption 
of the service charge on unprofitable bal- 
ances. 

Mr. Joor said in part: “It is estimated that 
more than 15,000 banks during the past six 
years have installed some form of flat serv- 
ice charge on small checking accounts. Dur- 
ing the past two years many of these banks 
have followed up their good beginning with 
the per item or measured service charge, the 
justification for which is becoming increas- 
ingly evident in these days of close attention 
to cost of operation. There are still some 
7,400 commercial banks and trust companies, 
however, which are not making any service 
charge as far as can be ascertained in spite 
of the wide publicity and frequent discussion 
the subject receives. 

“The ‘basis on which charges are figured 
and the manner of introducing the service 
charge plan to depositors vary greatly, which 


S. P. Joor 


Advertising Department, First Trust and Deposit Com- 
pany, Syracuse, New York 
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is not surprising—15,000 minds don’t think 
alike and local conditions make individual 
treatment of the problem advisable. What 
difficulty exists regarding the service charge 
lies largely in educating the public, not in 
persuading directors and officers that it is 
wise, aS was the case five years ago, even 
though A. B. A. figures indicate that one-third 
of our banks still make no charge on check- 
ing accounts. It is more an advertising 
problem than a banking problem. Bankers 
have seen this plan, originally conceived as a 
stop-loss penalty against nuisance accounts, 
developed into an _ increasingly valuable 
source of profit as well. In days gone by a 
banker’s margin of profit was comfortable 
enough so that he could often neglect oper- 
ating costs in his desire to give more free 
service than his competitor across the street. 
But today, with returns on bank deposits at 
50 per cent what they were twenty years ago, 
he has become a cost accountant and is put- 
ting operations on the same basis of efficiency 
that mercantile houses and public utilities 
adopt. He is learning to utilize the by- 
products of the business and one important 
by-product is the service charge.” 

Mr. Joor dwelt upon prevailing banking 
conditions which demand the application of 
scientific principles of economy in bank man- 
agement, of which the service charge is a 
potent element. He brings actual experience 
to bear in demonstrating how the way should 
be paved by advertising and other means 
toward the acceptance of the charge. The 
program should provide that there are no 
exceptions to the rule; that the entire per- 
sonnel must be acquainted with the plan and 
convinced of its fairness to bank and deposi- 
tor; that the public should be treated to a 
carefully prepared educational campaign of 
advertising. 

Summing up his excellent paper, Mr. Joor 
said: “I would say that successfully selling 
the public on the service charge is not an 
impossible task; that it is being done today 
by intelligently prepared educational adver- 
tising and publicity; that the service charge 
is essential in any plan for efficient bank 
management; and that it will be considered 
by customers in the same light as charges for 
gas, electric, telephone and post office money 
order service in the near future, if it is not 
already so considered.” 


Ray A. Ilg, vice-president of the National 
Shawmut Bank of Boston, addressed the re- 
cent annual convention of the Financial Ad- 
vertisers Association in Boston on “Creating 
a Selling Force Out of an Entire Organiza- 
tion.” 
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Capital, $1,500,000 


FRED. G. BOYCE, Jr., Vice-President 
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Surplus and Undivided Profits, $4,600,000 
We Solicit Your Baltimore cAccount 


MERCANTILE TRUST CO. oF BALTIMORE 


ESTABLISHED 


1884 


A. H. S. POST, President 
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TRUST COMPANY FINANCIAL STATE- 
MENT IN CHINESE 

The Hawaiian Trust Company, Limited, of 
Honolulu, has among its patrons quite a 
number of Chinese. To keep this clientele 
advised of the financial condition of the 
company a statement is published in Chinese 
characters, of which the accompanying il- 
lustration is a facsimile. The statement was 
as of June 30th. The important position of 
the company is indicated by the approximate 
value of real and personal property under 
control and management, aggregating $75,- 
000,000. The financial statement shows re- 
sources of $5,128,027 with capital of $1,750,- 
000, surplus accounts $1,816,185 and special 
reserve of $50,000. Under Hawaiian laws 
trust companies are not permitted to engage 
in commercial banking business. J. R. Galt 
is president of the Hawaiian Trust Company 
and E. T. Tenney, chairman of the board. 
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FINANCIAL STATEMENT PUBLISHED BY THE HAWAIIAN Trust COMPANY, 
LTp., OF HONOLULU, IN CHINESE CHARACTERS 


Company 


Bab! |! 


s 


= 


+E | HIRSH +See seats | 


ANNUAL MEETING OF DELAWARE 
BANKERS ASSOCIATION 


Attendance and the proceedings of the re- 
cent annual meeting of the Delaware Bank- 
ers Association at Rehoboth evidenced the 
keen interest which Delaware bankers take 
in constructive banking affairs. An impor- 
tant feature of the convention was an address 
on “State Finances’ by Governor C. Doug- 
las Buck of Delaware in which he made 
known his intention for unemployment relief 
by asking approval for a half million bond 
issue for highway construction. The Gov- 
ernor also indicated his willingness to ap- 
point a committee of bankers to study and 
make recommendations for the improvement 
of banking laws. 

Francis deH. Janvier, president of the 
New Castle Trust Company, presided. An 
open forum on matters of current interest 
developed interesting discussion. J. Ed- 
ward Goslee of Millsboro 
was elected president for 
the ensuing years. Other 
officers elected were: Vice- 
president, Daniel Hirsch, 
Milford; secretary and 
treasurer, Warren K. 
Ayres, Wilmington. 


Ralph Richards has been 
elected president of the Es- 
sex County Trust Company 
of East Orange, N. J., sue- 
ceeding Col. Oscar H. Con- 
dit who has become chair- 
man of the board. 
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Investors in corporation 
stocks and bonds received 
during July total dividend 
and interest disbursements 
of $945,976,000 as compared 
with $1,001,800,000 in July 
last year. 
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ATTRACTIVE PROGRAM FOR PACIFIC COAST REGIONAL TRUST 
CONFERENCE 


The program committee of the ninth re- 
gional trust conference for the Pacific Coast 
and Rocky Mountain States, of which J. E. 
McGuigan, vice-president of the Bank of 
America of San Francisco is chairman, has 
prepared an exceptionally fine slate of speak- 
ers and topics. The conference will be held 
in San Francisco from October 21st to 23d 
inclusive and sessions will be conducted at 
the Palace Hotel. Trust company officials of 
national reputation appear among the array 
of speakers and the subjects upon which they 
will dwell relate to matters of very lively 
and practical interest to corporate fiduciaries. 

The program is as follows in detail: 

First session, Wednesday afternoon, Oct. 
21: General chairman, R. M. Sims, vice- 
president and trust officer, American Trust 
Company, San Francisco, and chairman Ex- 
ecutive Committee Trust Division, American 
Bankers Association. Presiding officer, W. J. 
Kieferdorf, vice-president and trust officer 
Bank of America National Trust & Savings 
Association, San Francisco; address of wel- 
come, John Veenhuyzen, vice-president Se- 
curity-First National Bank, Los Angeles, and 
president Trust Section, California Bankers 
Association. Address on: “Trust Company 
Service and the Public,’ by Thomas C. Hen- 
nings, vice-president Mercantile-Commerce 
Bank & Trust Company, St. Louis. 

Second session, Thursday morning, October 
22d: Presiding officer, J. M. Wallace, vice- 
president and trust officer Walker Bank & 
Trust Company, Salt Lake City, Utah. “Aid- 
ing the Testator by Means of Estate Plan- 
ning,” L. H. Roseberry, vice-president and man- 
ager trust department Security-First Nation- 
al Bank of Los Angeles, Los Angeles; “Serv- 
ing the Estate,” Frank Brickwedel, vice-presi- 
dent Wells Fargo Bank & Union Trust Com- 
pany, San Francisco; “Preserving the Es- 
tate,’ R. W. Sprague, trust officer National 
Bank of Commerce, Seattle, Wash. 

Third session, Thursday afternoon, October 
22d: Presiding officer, C. L. Le Sourd, vice- 
president First Seattle Dexter Horton Na- 
tional Bank, Seattle, Wash. “The Corporate 
Trustee—An Essential Factor in Modern 
Business,’ C. Alison Seully, vice-president 
Bank of Manhattan Trust Company, New 
York; “The Responsibility of Exercising Dis- 
eretionary Powers,” Edmond Nelson, Bank of 
America National Trust & Savings Associa- 
tion, Los Angeles; “Taxation Affecting Trus- 


tees,” Vincent K. Butler, Jr., San Francisco. 

Fourth session, Friday morning, October 
23: Presiding officer, D. W. Holgate, trust 
officer The United States National Bank, 
Portland, Ore. ‘Non-Legal Investment Li- 
ability,” A. B. Ridgway, counsel Trust Com- 
panies Association of Oregon; “The Value 
of Living Trusts,’ Robert G. Stephens, vice- 
president Central Hanover Bank & Trust 
Company, New York City; “Commingled 
Funds for Efficient Investment,’ James H. 
Perkins, president City Bank Farmers Trust 
Company, New York. 

Fifth session, Friday afternoon, October 
23d: Presiding officer, Frederick R. Behr- 
ends, vice-president California Trust Com- 
pany, Los Angeles. “Benefits of Life Insur- 
ance Trusts,’’ Roy W. Blair, trust officer Cal- 
ifornia Trust & Savings Bank, Sacramenio, 
Cal.; “Planning a Trust Development Cam- 
paign,” J. E. Drew, vice-president American 
Trust Company, San Francisco; “Ccscs and 
Charges,’ Henry <A. Theis, vice-president 


Guaranty Trust Company of New York. 


METERED CHARGES ON CHECKING 
ACCOUNTS 


Banks and trust companies having mem- 
bership in the Cleveland Clearing House put 
into effect recently a metered banking ser- 
vice on checking accounts which fail to main- 
tain a balance of $300. Customers in this 
class are obliged to pay five cents for every 
check drawn against their accounts beyond a 
fixed monthly quota. Accounts with average 
monthly balances of less than $100 will be 
assessed $1 a month as at present, with the 
privilege of issuing fifteen checks without 
additional cost. Each additional check will 
cost five cents, however. 

A charge of five cents a check will be as- 
sessed on all accounts between $100 and $199, 
the fee being waived if less than 25 cents 
in any month. This fixes the monthly quota 
of checks “without cost” at four for this 
group. Accounts between $200 and $299 will 
be entitled to eight free checks a month, each 
additional check costing five cents, although 
this fee also will be waived if less than 25 
cents in any month. 

Frederick J. Bergmann, Jr., has been made 
assistant secretary of the Commonwealth 
Trust Company of Union City, N. J. 
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UNUSUAL TRIBUTE TO RETIRING 
FOUNDERS OF THE TODD COMPANY 


An exceptional manifestation of loyalty 
and esteem, which also found expression in 
practical terms, was tendered recently by the 
men and women in the employ of the Todd 
Company of Rochester, N. Y., in connection 
with the recent retirement from active guid- 
ance of the two brothers and founders of the 
organization, George W. Todd and Libanus 
M. Todd. Thirty-two years ago these two 
brothers developed the first practical check- 
writer and thus founded not only the busi- 
ness which bears their name, but also an im- 
portant industry. That industry which manu- 
factures many devices for the protection of 
checks and for their efficient preparation, 
has grown out of the early efforts of these 
two men who are now turning the active 
management of their business over to other 
hands. 

Expressions of good will have been backed 
by performance in the form of special effort 
on the part of every man and woman in the 
employ of the Todd Company. During a 
period of ten weeks new efficiency was ac- 
complished in every department. Sales rep- 
resentatives made more calls, sold more or- 
ders, and gave better service to customers. 

On a huge bronze tablet to be erected in 
the offices of the Todd Company, will be a 
lasting commemoration of this unusual trib- 
ute expressing the combined sentiment of all 
Todd employees and bear the names of those 
who have made outstanding achievements. 
Two hugh volumes containing letters have 
become treasured possessions of these two 
men. Many leaders’ in 
business, government and 
finance including President 
Hoover, ex-President Cool- 
idge and Governor Frank- 
lin D. Roosevelt have ex- 
tended their personal felici- 
tations to the Todd Broth- 
ers. 


Secretary Andrew W. 
Mellon of the Treasury has 
been awarded the degree of 
Doctor of Laws of Cam- 
bridge University. 

Harold Todd, special au- 
ditor of the First Wiscon- 
sin National Bank of Mil- 
waukee, Wis., has been 
chosen treasurer of the 
Milwaukee chapter of the 
National Association of 
Cost Accountants. 
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Tulane University’s New Medical Unit 


NEW ORLEANS 
XL 


A Medical Center 


Tulane’s famous College of Medicine; 
Louisiana State University’snew medical 
College (now building); the study oftrop- 
ical diseases;thelarge number ofresident 
physicians and surgeons, many of whom 
are world renowned; Charity Hospital, 
and 14 other hospitals treating approx- 
imately 483,000 patients annually; all 
establish New Orleans as one of the fore- 
most medical centers in the world. 
Patients from all parts of the United 
States and foreign countries avail them- 
selves of New Orleans’ exceedingly 
healthful climate, exceptional hospital fa- 
cilities and recognized medical talent. 


Hibernia Bank & Trust Co. 
New Orleans, U.S.A. 





John N. Edlefsen, vice-president of the 
United States National Bank of Portland has 
been elected president of the Oregon Bank- 
ers Association. 


VOLUMES CONTAINING TRIBUTES TO THE FOUNDERS OF THE TODD 


CoMPANY 
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Capital and Surplus 
$5,000,000.00 


Trust Funds 
44 Million 


GERMANTOWN 
TRUST 
COMPANY 


CHELTEN AND GERMANTOWN AVES. 


Chestnut Hill Office 
8527 GERMANTOWN AVE. 
Logan Office 
$5 001 N. Broap St. 


Pelham Office 
6740 GERMANTOWN AVE. 


East Germantown Office 
723 E, CHELTEN AVE, 


“There Is a Local Advantage” 





WILLIAM ANDREW MARSHALL 

William Andrew Marshall, former presi- 
dent of the Home Life Insurance Company of 
New York, and associated with that organi- 
zation for fifty-six years, died recently at 
his home in Nanuet, N. Y. He was born in 
this city in 1847 and before joining the Home 
Life Insurance Company in 1866 had been a 
teacher of mathematics. Made an actuary 
in 1877, he became a vice-president of the 
Home Life in 1904 and president in 1919. 
Following his retirement in November, 1923, 
he continued to serve on the board of direc- 
tors. Mr. Marshall was a director of the 
Nyack National Bank, a charter member of 
the Actuarial Society of America, and a 
member of the New England and St. George 
Societies. 


Allan M. Pope, executive vice-president 
of the First National Old Colony Corpora- 
tion of Boston and New York, has been nomi- 
nated for the presidency of the Investment 
Bankers’ Association of America. 

Charles H. Anthony, formerly connected 
with the life insurance trust department of 
the Chase National Bank, has been appointed 
assistant secretary of the Fiduciary Trust 
Company of New York. 


“FIFTY INTERVIEWS—FIFTY SALES” 


Organized Sales Talks are receiving 
greater emphasis in the sales plans of all 
companies today. The newest book on life 
insurance salesmanship is therefore perhaps 
particularly timely, in that, from cover to 
cover, it is devoted to the important subject 
of what to say in the interview. “Fifty In- 
terviews—Fifty Sales’ was compiled by Kenii- 
worth H. Mathus, who is editor of publica- 
tions for the Connecticut Mutual ife Insur- 
ance Company and author of one of the 
“best sellers’ of 1929, “The Eyes Have It, 
In Selling Life Insurance.’ 

An unusual feature is that the new book 
is in dialogue throughout, even the introduc- 
tion, written by John A. Stevenson, vice- 
president of The Penn Mutual Life Insurance 
Company, following this interesting and 
rather unusual treatment. 

A glance at the chapter headings gives 
some idea of the broad and practical scope 
of the volume, and its applicability to pres- 
ent-day selling conditions: Selling Family 
Income; Selling Retirement Income; Selling 
Life Insurance as an Investment; Selling for 
Special Needs (readjustment, clean-up, 
Christmas, educational, ete.) ; General Can- 
vassing; Selling at the Younger Ages: Sell- 
ing the Professional Man; Selling Life Insur- 
ance as Protection; Answering Objections; 
Keeping Business in Force (a topic of espe- 
cial interest today) ; Utilizing Life Insurance 
Trusts; Selling Life Insurance Through Pro- 
gramming; and Selling Business Insurance. 
All of these presentations are in playlet or 
dialogue form. 


WORLD-WIDE POPULARITY OF YORK 
VAULT INSTALLATIONS 


The faith reposed in the bank and safe de- 
posit vaults manufactured by the York Safe & 
Lock Company of York, Pa., is evidenced by 
installations in important cities throughout 
the world. The recent return from Europe of 
S. Forry Laucks, president of the York 
County National Bank and also president and 
general manager of the York Safe & Lock 
Company, serves to direct attention to the 
numerous York vaults installed by some of 
the largest banks in Europe. Some of the 
largest vaults are those provided for leading 
banks in England, France and Spain. A re- 
cent consignment of vault equipment was for 
the Bank of Japan of Tokyo, requiring ninety 
carloads of equipment weighing approximate- 
ly 7,000,000 pounds. 
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PROGRESSIVE METHODS OF THE HOME 
LIFE INSURANCE COMPANY 

The business of trust companies and of 
progressive life insurance companies has be- 
come closely related because of the advance 
in combining life insurance and fiduciary pro- 
tection in the planning of estates and crea- 
tion of life and business insurance trusts. 
Among the organizations which are keenly 
alert to the opportunities offered by this new 
partnership is The Home Life Insurance 
Company of New York which is pledgd to a 
program of earnest and effective cooperation 
with corporate fiduciaries. This compre- 
hends the establishment of special study 
courses and salesmanship on the part of the 
underwriters and agencies of the company 
dealing with the questions of life insurance 
and fiduciary protection. 

The Home Life Insurance Company is 
popularly known among members of the life 
insurance fraternity of the country as “A 
Company of Opportunity.” That designa- 
tion implies that the management puts forth 
every opportunity for ambitious young men 
to qualify themselves for selling various 
types of life insurance and likewise to es- 
tablish their own agencies. By adopting the 
so-called multiple agency system in large as 
well as smaller cities, the field is opened up 
for capable young men to establish their own 
agencies. 3y means of central office pre- 
mium collection and other facilities, the 
agency is freed from needless and costly 
routine or detail and therefore enabled to 
concentrate on salesmanship. It is this pol- 
icy which has contributed to a large degree 
to the exceptional progress which the Home 
Life has been able to record in the face of 
general business conditions. 

Cooperation with corporate fiduciaries is 
one of the cardinal tenets of Home Life 
policy. 


“SAFETY LIMITS’ OBSERVED BY 
LAWYERS MORTGAGE COMPANY 
One of the prime reasons for the ready ab- 
sorption by conservative investors of the 
guaranteed mortgages and certificates issued 
by the Lawyers Mortgage Company of New 
York is the policy of safety observed by the 
management which has kept such offerings 
free from any loss to investors during the 
thirty-seven years of the company’s opera- 
tion. Back in 1921 the board of directors 
adopted in the by-laws the following “safety- 
limits’: The amount of outstanding guar- 
anteed mortgages shall not exceed twenty 
times the capital and surplus of the company. 


Camden 
Safe Deposit 
& Trust Company 


(SINCE 1873) 


CAMDEN, N. J. 


Branches: 


Gloucester City, N. J. 
Cape May City, N. J. 


CAPITAL, SURPLUS AND 
UNDIVIDED PROFITS 
$5,800,000 


TRUST FUNDS 
Personal and Corporate 
$196,970,679 


Mortgages shall be guaranteed by the com- 
pany only when secured by real estate im- 
proved for business or residence purposes, 
and situated within the present limits of the 
City of New York, or such enlargements 
thereof as may hereafter be fixed by law, or 
in Nassau or in Westchester Counties. Such 
mortgages shall not exceed two-thirds of the 
valuation of the real estate security as as- 
certained by the company’s appraisers or 
such larger percentage of said valuation as 
may be fixed by the laws of the State of New 
York for the investment of funds held by 
trustees, trust companies or life insurance 
companies. The charge of the company for 
guaranteeing the payment of mortgages shall 
not exceed one-half of 1 per cent per annum 
of the principal amount guaranteed. ‘The 
principal amount of any mortgage guaranteed 
by the company shall not exceed one-tenth of 
the capital and surplus of the company at the 
time of guarantee. 


Harold N. Eldredge, editor of the Edward 
Thompson Company, law-book publishers, has 
been elected president of the First National 
Bank & Trust Company of Northport, L. L., 
succeeding the late Rowland Miles. 
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NEW ACHIEVEMENT IN TYPEWRITER 
ENGINEERING 


Remington Rand has just announced the 
release of the long-awaited noiseless portable, 
the first noiseless portable typewriter ever 
produced. For more than half a century the 
name Remington has been an outstanding 
one in the typewriter industry. The first 
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Assistant Professor, Banking and Finance, 
New York University 


Professor Cartinhour stresses the solution 
of the banking concentration problem and 
thus raises the fundamental question of 
conflict of jurisdiction between Federal and 
State governments in the control of groups, 
chains and branches. 

He takes up problems connected with 
banking in small cities and towns, bank sus- 
pensions, and the earning power of small 
banking institutions; types of group and 
chain systems and their history from 1890 to 
1931. The author also describes the actual 
functioning of group systems; analyzes the 
bank-consolidation movement and surveys 
the branch-banking problem. 
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Write for copy to 
Book Dept., Trust Companies Magazine 
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A CONTRACTOR MAKES HIS WILL 

“Judge,” said the contractor to his lawyer. 
“Doctor says I got about a month to live; 
I want to make my will. 

“Fix it so my overdraft in the First Na- 
tional Bank my wife—she can ex- 
plain it to them. 

“My equity in my automobile I want to go 
to my son. He will have to go to work and 
meet the payments. 

“Give my unpaid bills to the bonding 
company; they took some awful chances on 
me and are entitled to something. 

“That new fangled machine on the job, ! 
want the resident engineer to have. He made 
me buy it; maybe he can make it work. 

“My retained percentage, give to the state; 
I never expected to get it anyway. 

“My equipment, give to the junk man. He 
has had his eye on it for several years. 

“My keg I want to go to my bootlegger. I 
hope it costs him as much to keep it wet as 
it has me. 

“IT want you to handle the funeral for me, 
Judge. Any undertaker will do, but I want 
these six material men for pallbearers. They 
have carried me so long they might as well 
finish the job.” 


goes to 


practical typewriter came from the machine 
shop of E. Remington (the typewriter name- 
sake) at Ilion, N. Y., in 1873. The Reming- 
ton first adopted what is now known as the 
“standard keyboard.” Remington first ap- 
plied this standard keyboard to the noiseless 
typewriter. Remington was also the first 
to apply the standard keyboard to a portable 
model. It is altogether appropriate that the 
first standard keyboard noiseless portable, 
and indeed the first noiseless portable ever to 
be manufactured, should come from the Rem- 
ington factory. 

The new portable noiseless is denominated 
“The Supreme Achievement in Typewriter 
Engineering.” It is a brilliant solution to 
a complex problem, and one that has engaged 
the best typewriter engineering minds since 
the advent of the standard size noiseless— 
that of retaining all the advantages of a com- 
pact machine while banishing typewriter 
sound. <A striking feature is the ease of 
operation. The construction that removed 
the sound also provided a sensitive action. 
The slogan under which it will be sold is: 
“The Typewriter Built Under a Microscope.” 
The new machine, including the carrying 
case, weighs 14 pounds and 12 ounces; the 
machine alone weighs 11 pounds and 8 


ounces. 


FIRST WISCONSIN GROUP 

William Merril Chester, secretary-treasurer 
and a director of the T. A. Chapman Com- 
pany, has been elected a member of the board 
of the directors of the First Wisconsin Na- 
tional Bank, The First Wisconsin Trust 
Company and First Wisconsin Company as 
well as of the Bankshares Corporation. Mr. 
Chester is also a director of the National 
Bank of Commerce, a director of the Wis- 
consin Securities Company. He is a gradu- 
ate of Princeton and the law school of Co- 
lumbia University. 

The First Wisconsin National Bank ranks 
thirty-second among the 100 largest banks in 
the United States. 


The National Trust Company, Ltd., of To- 
ronto, has been appointed receiver and trus- 
tee for bondholders of the Great Lakes Paper 
Company, Ltd. 
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MARK GRAVES APPOINTED DIIRECTOR 
OF STATE BUDGET 

The appointment of Tax Commissioner 
Mark Graves as director of the state budget 
by Governor Roosevelt of New York has been 
received with gratification in banking and 
business as well as political circles. His ex- 
perience and ability convey the best assur- 
ance that New York state budget affairs will 
be in competent hands. “I have persuaded 
Commissioner Graves,” said Governor Roose- 
velt, “to take a leave of absence from the Tax 
Commission and to accept the position of di- 
rector of the budget, because I consider him 
the best qualified available man for the job.” 


MARK GRAVES 


Mr. Graves has served for twenty-one years 
with the state and has made a national rep- 
utation as an expert on tax affairs. In 1919 
he was named the first director of the State 
Income Tax Bureau and in 1921 Governor 
Nathan L. Miller elected him to organize the 
Board of Estimate and Control, a forerunner 
to the present budget-making body. Gover- 
nor Smith appointed him a Tax Commission- 
er in 1925 and Governor Roosevelt renamed 
him. 


The Chemical Bank & Trust Company of 
New York is named as trustee and executor 
in the will of the late John Reisenweber, for 
many years a well known New York res- 
taurateur. 
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BACK OF YOUR CHECK stands 
your bank—strong and stable. That your 
check may reflect your standing ade- 
quately and accurately it should be made 
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instantly appreciated for its safety, color, 
crispness. 

George La Monte & Son, 61 Broad- 
way, New York City. Also branch offices 
in Chicago, Cleveland, Kansas City, St. 
Louis, Atlanta, Dallas, San Francisco, and 
Baltimore. 
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TWO BANKS ADDED TO MARINE 
MIDLAND CORPORATION 


The First and Second National Bank & 
Trust Company of Oswego, N. Y., and the 
Bank of Batavia have been added to the 
group of banks and trust companies associ- 
ated with the Marine Midland Corporation. 
The First and Second National is the only 
Commercial bank in Oswego with deposits 
of $5,700,000, capital $400,000 and surplus 
funds of $462,000. Floyd L. Carlisle and H. 
Edmund Machold remain as directors of the 
bank and added also to the board of the Ma- 
rine Midland Corporation. 


tesources of the banks in the Marine Mid- 
land Group were more than $586,000,000 as 
of Dec. 31, 1930, and the corporation showed 
on that date more than $24,000,000 in cash 
among its assets. 


Lincoln Johnson, formerly assistant to the 
president of the Manufacturers Trust Com- 
pany of New York, has been elected vice- 
president in charge of the foreign depart- 
ment. Mr. Johnson is a graduate of the 
Sheffield Scientific School of Yale University. 
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FINANCIAL STATEMENT AND OPERA- 
TIONS OF MIDLAND BANK LIMITED 
OF LONDON 


Notwithstanding the political and _ eco- 
nomic troubles with which England is cour- 
ageously negotiating the financial statements 
of the Midland Bank, Ltd. the largest stock 
bank in London reveal stability and evidence 
of the important services rendered by this 
great bank. The latest statement as of June 
30, 1931, shows aggregate assets of £428,- 
905, 511 as compared with a relatively slight- 
ly larger figure reported June 30, 1930 of 
£436,892,733. Advances to customers and 
other accounts amount to £200,155,919. Coin, 
bank notes and balances with the Bank of 
England shows an increase during the year 
from £387,078,737 to £389,125,829. Money at 
call and short notice amounted to £19,340,- 
199; investments, £32,909,368 and bills dis- 
counted, £80,040,840. 

Paid up capital shows an increase of £156,- 
811 to total of £14,248,012 with reserve fund 
of equal amount also reflecting a substan- 
tial increase. Current deposit and other ac- 
counts total £375,119,144. 


Through an error there appeared in the 
July issue of Trust CoMPANIES an item 
which stated that Harry V. Kelly, assistant 
secretary of the Brooklyn Trust Company 
and president of the Nassau Savings & Loan 
Association has been elected a director of the 
Brooklyn Trust Company. Mr. Kelly was 
elected a director of the Empire Title & 
Guarantee Company and not of the Brooklyn 
Trust Company. 

Frank J. Shannon, assistant secretary of 
the First Union Trust & Savings Bank and 
for twenty years associated with the First 
National Bank organization of Chicago, died 
recently at Santa Fe, New Mexico. During 
the war he served in France with the 61st 
Coast Artillery. 





HOW CHASE NATIONAL COOPERATES 
WITH LIFE UNDERWRITERS 

The trust department of the Chase Na- 
tional Bank of New York. has established a 
regional and comprehensive plan of coopera- 
tion with life insurance underwriters which 
embraces the main and various branch offices 
throughout Greater New York. A recent is- 
sue of “The Conservator,” issued by the trust 
department of the Chase National contains 
an article which is designed to aid under- 
writers in “cashing in’ on this cooperative 
movement, by indicating some of the similari- 
ties and contrasts between methods employed 
in selection of prospective clients for insur- 
ance and trust service. 

The same issue of “The Conservator” con- 
tains the text of resolutions recently adopted 
by the Underwriters’ Advisory Council of 
the trust department of the Chase National 
which directs attention to the policy of the 
trust department in respecting the confiden- 
tial nature of the relationship existing be- 
tween the client and the trust department 
insofar as furnishing confidential information 
or “leads’’ to insurance underwriters, is con- 
cerned. The trust department, however, as- 
sures of its desire to cooperate insofar as 
the client’s permission is obtained. 


The Merrill Trust Company of Bangor, 
Me., has purchased the Frontier National 
Bank at Eastport, and the Searsport Nation- 
al Bank at Searsport, which will be con- 
ducted as branch offices. 


William FE. Pease has been elected treas- 
urer of the Broad Brook Bank & Trust Com- 
pany of Broad Brook, Conn. 


Calvin F. Schwenker has resigned as State 
Banking Commissioner of Wisconsin to be- 
come president of the Union Trust Company 
of Madison. 
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CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 
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BUSINESS INTERESTS 
(Where a trust company as executor 
conducts the testator’s business, it is 
personally liable for compensation for in- 
juries sustained by an employee.) 


An executor cannot bind the estate by his 
contracts. Here the court held that where a 
trust company as executor continued the tes- 
tator’s business in order to sell it as a going 
concern, it was personally liable for compen- 
sation for compensative injuries received in 
the course of his employment by a person 
employed in connection with such business. 
The court said: 

While acting as the executor of the will 
of a deceased, if it undertook to carry on any 
business on behalf of the estate of said de- 
cedent, it became personally liable to all per- 
sons employed by it in such business not only 
for their wages but, in our opinion, for com- 
pensation in case any of such employees sus- 
tained a compensative injury while in its em- 
ploy. * * * Bojens was an employee of the 
First National Trust & Savings Bank of San 
Diego. The latter was, therefore, personally 
liable in compensation for the injury to him 
and can only be relieved of this liability by 
a finding of the Industrial Accident Commis- 
sion that it has complied with the Workmen’s 
Compensation Act in protecting itself by se- 
curing proper and adequate compensation in- 
surance. 


The bank carried a policy of compensation 
insurance in which the classification of oper- 


ation read: “Banking: Clerical Office Em- 
ployees * * * including all Executive Offi- 
cers.” Since it was a part of the bank’s busi- 
hess to act aS executor under wills the court 
held that the compensation insurer was 
liable-—First National Trust & Savings Bank 
of San Diego vs. Industrial Accident Commis- 
sion, California Appellate Court, July 31, 
1931. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


RESIDUARY ESTATE 
(Where a codicil makes a conditional 
gift which lapses, the property will be 
disposed of according to the original 
will.) 


The testator devised and bequeathed his 
entire estate to his wife. By codicil he di- 
rected that his stock in a close corporation 
be held in trust for his wife for her life, 
with the remainder on her death to the cor- 
poration, The gift to the corporation was 
subject to the conditions precedent; (1), that 
the corporation be controlled by the testator’s 
brothers at the time of his death, and (2) 
that the widow receive an income of at least 
$10,000 annually from the corporation. 

The attempted trust for the wife, said the 
court, Was a dry or passive one and it was 
held that she took a legal life estate in the 
stock. The corporation, over a period of four 
years, paid no income whatever to the testa- 
tor’s wife. The court held that the non-per- 
formance by the corporation of the condition 
precedent caused the gift to it of the stock 
to lapse. The original will giving all to the 
wife was held to constitute a residuary 
clause under which passed the stock be- 
queathed by the codicil—In re Mahlestedt’s 
Will, Surrogate’s Court, Westchester County, 
New York, May 18, 1931. 


TESTAMENTARY GIFTS 
(An absolute testamentary gift to a 
wife, followed by a provision that if the 
wife remarries, the property is to be 
placed in trust for testator’s children, 
rests a defeasible fee in the wife.) 

The testator devised and bequeathed his 
entire estate to his wife “to do as she sees 
fit to do, to convey the real estate if she 
wants to, at her death what is left to be di- 
vided equal between my three children.” A 
subsequent paragraph provided that if the 
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widow should remarry, the property was to 
be placed in trust for the testator’s children. 
In an action to construe the will it was con- 
tended by the wife that she was given the fee 
and that her estate could not be cut down by 
subsequent provisions of the will. The court 
held, however, that the will gave the wife a 
fee-simple title to the estate, subject to be 
defeated by her remarriage. Her estate was 
a deceasible fee—Walker vs. Walker's Ad- 
ministrator, Supreme Court, Kentucky. June 
9, 1931. 
INVESTMENTS 
(Where the sole legatee personally took 
over the testator’s brokerage account, un- 
der release to the executor, a subsequent 
loss may not be surcharged to the execu- 
tor.) 

The testator gave his entire estate to his 
wife and named her and a trust company co- 
executors. Among the assets of the estate 
was the testator’s brokerage account. The 
trust company advised the wife that it was 
the executor’s duty to close out the account 
promptly even if it showed a loss, The wife 
was desirous of retaining the brokerage ac- 
count, and, after full discussion with the 
trust officer and the counsel of the trust com- 
pany, she took over the account personally 
as sole legatee and signed a release to the 
executors. 

The account was closed out at a loss by the 
brokers upon the subsequent stock market 
erash. The court held that the executors 
were not surchargeable with the amount of 
the loss.—Jn re Caskey’s Estate, Pennsylva- 
nia, May 27, 1931. 


ABATEMENT 
(Where the assets of an estate are in- 
sufficient to pay all legacies, the court 
will decree the order of payment.) 


The will of Thomas Smallman disposed of 
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$396,500, as follows: $65,000 for the pur- 
chase of a burial plot, erection of a mauso- 
leum and its perpetual care; outright gen- 
eral legacies amounting to $85,500 to rela- 
tives, employees, friends and charities; $6,000 
to physicians for services rendered, $5,000 
as an outright bequest to his wife “to be paid 
as soon as possible after my death ;” $10,000 
in trust to pay $30 a week from income and 
principal to testator’s father, Joshua Small- 
man, for life and directing that upon the 
death of the beneficiary the unexpended bal- 
ance shall form part of the residuary estate; 
$225,000 in trust to pay the income to the 
testator’s wife for life, remainder to a named 
charity ; the wife was residuary legatee. The 
provisions in favor of the widow were ex- 
pressly given in lieu of dower. The estate 
was found to be insufficient to pay all lega- 
cies in full. The testator’s father died after 
the fund for his benefit had been set up. 
The surrogate held that the assets should be 
distributed in the following order: 

1. Funeral expenses to a reasonable sum. 

2. Administration expenses including ex- 
ecutors’ commissions at the statutory rate. 

3. The outright legacy of $5,000 to the 
widow, the trust fund of $225,000 of which 
she is the life tenant and the legacies to the 
physicians. 

4. The excess of the fund of $65,000 for 
burial expenses, erection of a mausoleum, 
ete., which has not been expended under 
“1,” supra, the trust fund for the life of 
Joshua Smallman and the general legacies. 
Abatement within the numbered classes is 
pro rata. 

The remainder of the trust for Joshua 
Smallman was directed to be used in paying 
deficiencies in the foregoing, in order of 
classes. The remainder of the trust fund for 
the widow was held payable to the charity 
designated by the will to receive it.—In re 
Smallman. Surrogate’s Court, King’s County. 
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BANKERS TO RAISE FUND FOR 
UNEMPLOYMENT RELIEF 

Prominent financiers and bankers of New 
York have joined in the formation of. the 
Emergency Unemployment Relief Committee 
which will cooperate with federal and local 
bodies to provide means for the relief of un- 
employed and the needy during this coming 
winter. Studies are being conducted to pre- 
vent overlapping and to coordinate relief 
work undertaken by the Hoover Committee 
and by the state as well as the city of New 
York authorities, The bankers will conduct 
their organization in much the same manner 
in which the citizens’ committee, headed by 
Mr. Prosser of the Bankers Trust Company 
was operated and which proved most efficient. 


Harvey D. GIBSON 


President, Manufacturers Trust Company who is chairman 
of the Emergency Unemployment Committee in New York 


Harvey D. Gibson, president of the Manu- 
facturers Trust Company, has been made 
chairman of the Emergency Unemployment 
Relief Committee. Bayard F. Pope has 
agreed to serve as vice-chairman, and Mrs. 
August Belmont will head the women’s com- 
mittee. Under the direction of Mr. Gibson 
the work of this organization is assured of 
experienced guidance, Harvey D. Gibson was 
general manager of the American Red Cross 
in 1917 and Red Cross commissioner for 
France in 1918 and for Europe in 1919. 
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SOUVENIR PASS-BOOK AS PART OF 
DIAMOND ANNIVERSARY CELEBRATION 

The Council Bluffs Savings Bank of Coun- 
cil Bluffs, Ia., is this year celebrating its 
seventy-fifth or diamond jubilee anniversary. 
The management has embraced the occasion 
to present customers with a souvenir pass- 
book, especially designed for the anniversary. 
This pass-book is bound in Antique Moorish 
and is richly embossed with a trade mark 
symbolic of the growth of the bank and the 
history of Council Bluffs. Its appearance is 
distinctive because the embossing on the 
cover is not the ordinary kind, but is done 
in Artrelik Gold by a process that makes the 
finished job resemble hand-tooling. The book 
and the trademark on its cover were de- 
signed and produced by the Bankers Supply 
Division of the Todd Company of Rochester, 
N. Y., who are exclusive manufacturers of 
Antique Moorish supplies. 


Chemical Bank & Trust Company of New 
York has been appointed trustee under a 
Collateral note Indenture, securing $6,000,- 
000, principal amount of Secured 6 per cent 
Gold notes of Radio-Keith-Orpheum Corpora- 
tion. 
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ELECTED EXECUTIVE VICE-PRESIDENTS 
OF GUARDIAN DETROIT UNION GROUP 

Robert O. Lord, president of the Guardian 
Detroit Union Group, Inc., announces the 
election of James L. Walsh and Bert K. Pat- 
terson as executive vice-presidents. Both 
are nationally known in banking, financial 
and business circles, and have been promi- 
nently associated with the Guardian Group, 
which is composed of twenty-two banks and 
trust companies in lower Michigan with re- 
sources exceeding $500,000,000. 

Mr. Walsh is one of the incorporators of 
the group. Among the other incorporatorx 
were: Henry E. Bodman, Edsel B. Ford, 
Sherwin A. Hill, Ernest Kanzler, Robert O. 
Lord, Fred T. Murphy and Phelps Newberry. 
Mr. Walsh came to Detroit from New York 
as vice-president and director of the Guard- 
ian Detroit Bank in April, 1928. This is his 
second advancement within ten days for last 
week he was promoted to the executive vice- 
presidency of the Guardian Detroit Bank. 
largest unit of the group. He is chairman 
of the Detroit Clearing House Committee on 
interest rates and also chairman of the oper- 
ating committee of the Group. 

Mr. Patterson came to Guardian from 
Chicago where he had been chief national 
bank examiner for the Seventh Federal Re- 
serve district. He had been promoted to 
that district after serving as national bank 
examiner in the ninth, seventh, twelfth and 
second districts, and chief examiner for the 
ninth, Minneapolis, district. 

Clifford B. Longley, formerly head of the 
Ford Company legal department, has been 
elected vice-chairman of the board of the 
Union Guardian Trust, Detroit, and is active 
in the trust department. 

Albert C. Voss has been elected vice-presi- 
dent and Leo FE. Kangas, auditor of the 
National Bank of Commerce, Detroit, a unit 
of the Guardian Detroit Union Group, Inc. 

Lee S. Carrick has been elected vice-presi- 
dent of the Michigan Industrial Bank. 


FEDERAL AND STATE INHERITANCE 
TAX INFORMATION 


The Old Colony Trust Company of Boston 
has issued the seventh revised edition of its 
comprehensive compilation dealing with in- 
heritance and estate taxes. The tables ap- 
pearing in this pamphlet present a compact 
and readily understandable picture of the 
whole subject of inheritance taxation, both 
from the standpoint of Federal and state 
taxation. The information is authoritative be- 
cause the Old Colony Trust Company enlists 
the aid of tax commissioners, banks and trust 
companies in each of the states and territor- 
ies. There are seperate tables showing the 
application of the inheritance tax by each 
state or territorial jurisdiction, inheritance 
tax exemptions and rates as well as estate 
tax information as appertaining to the re- 
quirements of the separate states and terri- 
tories. Further tables deal separately with 
the Federal and Massachusetts tax rates. 

Under the title of ‘“‘general remarks,” there 
is given a summary of latest developments 
and changes in inheritance and estate taxes, 
showing also the effect of recent important 
court decisions affecting real estate and tan- 
gible property as well as intangibles of non- 
resident decedent estates. Substantial prog- 
ress is indicated in the number of states 
adopting reciprocal inheritance tax laws. 
Copies of this valuable compilation are ob- 
tainable by readers of Trust COMPANIES upon 
applying to the Old Colony Trust Company. 
Specific or detailed information relating to 
application of inheritance or estate taxes 
may also be obtained from the same source. 


CARROLL DEAN MURPHY, INC. 
Carroll Dean Murphy, Inc., Chicago and 
New York, has been appointed to handle the 
bond and investment advertising of the First 
Union Trust & Savings Bank of Chicago, in 
addition to the trust advertising which is 
already placed through this agency. 
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REPRESENTATION 
IN CHICAGO 


INTERESTING ESTATE SURVEYS BY 
CHEMICAL BANK & TRUST CO. 

The Chemical Bank & Trust Company of 
New York is issuing a series of folders which 
summarize the results of some interesting es- 
tate surveys. One of these is entitled, “An- 
alysis of Cost of Transferring Present Day 
Estates,” and reveals a remarkably large per- 
centage of trusts in which the least efficient 
method of transfer is employed. The survey 
covers the four months ending May 1, 1931, 
showing the estimated cost of transfer of es- 
tates under arrangements existing at the time 
information was supplied by depositors as 
compared with the cost under revised plans 
submitted by the Chemical Bank. Figures 
are based on the assumption that the estates 
will be transferred under present tax laws. 

The analysis shows that the size of the av- 
erage estate submitted amounted to $555,000. 
The cost of transfer, embracing estate taxes 
and probable fees, under arrangements ex- 
isting when figures were received, amounted 
to 131%4 per cent. The cost of transfer under 
plans submitted by the Chemical for attor- 
neys for depositors averaged 6.7 per cent. Of 
estates reviewed those employing the least 
efficient methods of transfer amounted to 
7414 per cent. The percentage of total value 
of estates represented by life insurance 
amounted to 15 per cent. The summary shows 
that three-quarters of individuals asking for 
estimates of cost of transfer had adopted 
most inefficient arrangements whereas the re- 
vised plans of the Chemical would reduce 
probable taxes and fees by over one-half. 

Another pamphlet issued by the Chemical 
Bank shows the actual composition of large 
estates, as based upon statistics of income 
compiled by the Treasury Department. The 
analysis shows that nearly 50 per cent of the 
value of estates is represented by corporate 
stocks and indicating that the modern execu- 
tor must be able to estimate credit risks in 
the manner of a commercial banker. 

The Chemical Bank has abandoned the 
branch office at 55 Cedar street which was 
the main office for many years of the United 
States Mortgage & Trust Company before the 
latter was merged with the Chemical, Busi- 
ness of this branch is now conducted through 
the main office. 


Bankers Trust Company of New York has 
been appointed registrar of voting trust cer- 
tificates representing capital stock of Colum- 
bia Phonograph Co., Ine., and registrar in 
New York, of common stock of The Gibson 
Art Company. 
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Management and Disposition 
of Local Real Estate for 
non-residents 


Ancillary Administration in 
Illinois 


Special Facilities for the han- 
dling of State and Federal 
| Court Receiverships 


CHICAGO TITLE 


& TRUST COMPANY 
69 WEST WASHINGTON STREET 


NO DEMAND LIABILITIES 
NO TRADING IN SECURITIES 
ASSETS OVER $37,000,000 





FOURTEENTH YEAR BOOK OF THE PERMANENT CHARITY FUND 
OF BOSTON 


A survey of the activities of the Permanent 
Charity Fund, Ine., of Boston, covering the 
fourteenth year of operation for the twelve 
months ended June 30, 1931, affords ample 
evidence of the valuable contributions made 
through this fund in meeting the most press- 
ing and deserving demands for charitable and 
welfare purposes in Boston. The Permanent 
Charity Fund continues foremost among the 
seventy or more established Community 
Trusts in the United States as regards the 
amount of income expended annually and de- 
voted directly to charitable and worthy com- 
munity purposes. Since its establishment in 
1915 by the Boston Safe Deposit & Trust 
Company, which serves as trustee, the Per- 
manent Charity Fund has been conducted 
with a view to making all its income annu- 
ally available for emergency and current 
charitable needs. Coincident with such pol- 
icy the Permanent Charity Fund has con- 
ducted valuable researches and initiated re- 
lief movements which have proven of incal- 
culable and permanent value. 

The commendable and fine policy of the 
Permanent Charity Fund has never demon- 
strated such degree of usefulness as during 
the past year with its increased demands for 
emergency relief due to unemployment and 
the hardships arising from continued busi- 
ness depression. Not less than 131 charitable 
organizations have received gifts and timely 
financial aid through this fund during the 
year ended June 30. The list is an imposing 
one not only in number but because of the 
varieties of service, including hospitals, in- 
stitutions for convalescence, for the further- 
ance of community health, social welfare, 
employment, settlement or neighborhood 
houses and many other phases of community 
relief work. 

During the year ended June 30th the Com- 
mittee of the Permanent Charity Fund, to 
which is given the responsibility of distribut- 
ing the income, has given away $263,813.09 
as compared with $218,501.88 given to chari- 
table work during the previous year, an in- 
erease of $45,311.21. Unusually large appro- 
priations were made for the Boston Health 
League, the Judge Baker Foundation and the 
House of Merey which were designed to cover 
a period of two years and represent two 
years’ appropriations in one, 

The fourteenth year book discusses in some 


detail a number of gifts made during the 
year which are deserving of special mention. 
Among these are gifts to aid the Social Sery- 
ice Index conducted by the Boston Council 
of Social Agencies which performs important 
functions, including such as arise from unem- 
ployment; the Cambridge Handicraft Shop 
and the Folks Handicrafts Guild; the Mental 
Hygiene Society for the completion of 
studies ; the House of the Good Samaritan to 
pay for transportation of sick children to 
Florida; the Home and School Visitors As- 
sociation to help public schools to solve the 
problems of backward, retarded and difficult 
children; the Fanny Wharton Helping Fund 
for the relief of sick young women and chil- 
dren. 

The principle of the Permanent Charity 
Fund amounted on June 30, 1931, to $4,927,- 
406, exclusive of several specific funds the 
income of which is distributed by the Com- 
mittee of the Permanent Charity Fund. Due 
to the diligence with which the Boston Safe 
Deposit & Trust Company handles invest- 
ments of the fund as trustee, there has been 
substantial enhancement of principal as well 
as a high rate of income. It is interesting to 
note in view of the far-reaching activi- 
ties and the work entailed in passing upon 
applications that administrative expenses for 
the year amounted to only $10,758. 

Considerable attention is given in the last 
yearbook to the problems and accentuated 
demands for charity due to unemployment 
and business depression. Interesting statis- 
tics are presented showing the constant ratio 
of increase in relief and charitable disburse- 
ments made in Boston through private as 
well as public agencies. So far as figures 
are available it is indicated that there is ex- 
pended in Boston by 384 private charitable 
corporations and by the Boston City Hospital 
and the Overseers of Public Welfare, approx- 
imately $30,000,000 a year for charitable 
work. Commenting upon the increasing ex- 
penditure of money for charity the report 
by Secretary Charles M. Rogerson of the 
Permanent Charity Fund contains the follow- 
ing timely observations: 

“Charity, whether public or private, is not 
desirable as an object or goal in and of itself. 
It is not a substitute for individual economic 
independence. On the contrary, the less 
there is of the need for charity, the better. 
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CONFIDENCE 


The sound and steady growth of this institution is the best measure of the 


high confidence in which it is held. 


Our record of service, since 1858, over an extended period of years, is the 
firm foundation on which this confidence rests. 


EDGAR STARK, Vice-President and Trust Officer 


tke FIFTH THIRD [JNION [RUST co 


CINCINNATI, OHIO 
MEMBER FEDERAL RESERVE SYSTEM 


This period does not lack for signs that we 
shall revert to the view that each must be 
responsible for himself and that the commu- 
nity as a whole will seek so to construct its 
social and economic arrangements that each 
may earn his own independence. 
“Notwithstanding the best that can be done, 
both individually and as a community, there 
will always be some people inherently un- 
fitted to get on in our complex civilization 
as well as those who by reason of accident, 


o, 
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sickness or the like, must have help from 
others. There will also be the need for study 
of and experimentation in better ways of 
achieving a higher degree of community wel- 
fare. It is recognition of these things which 
implants in most of us a desire to give to 
others. For this reason there will be an ever- 
increasing need for such a fund as the Per- 
manent Charity Fund, with its income free 
to meet those needs which are most pressing 
at the time the income is available.’’ 


TRANSAMERICA CORPORATION TO RELINQUISH STOCK CONTROL 


OF AFFILIATED BANKS AND SUBSIDIARIES 


According to official announcement’ by 
Elisha A. Walker, chairman of the board, the 
Transamerica Corporation which was organ- 
ized in 1928S to develop a nationwide banking 
system, will relinquish stock control of the 
3ank of America, National Trust & Savings 
Association of California (formerly the Bank 
of Italy); the Bank of America, National! 
Association of New York City, the First Na- 
tional Bank of Portland, Ore., and of ma- 
jority or stock controlling interests in other 
affiliations. The plan provides for the com- 
plete segregation of the securities affiliates 
of the respective banks and a complete re- 
valuation of the corporations’ investments. 

This action implies the withdrawal of the 
so-called “Giannini interests” and the en- 
trance into the management of the corpora- 
tion as well as reconstitution of the board 
of directors of the corporation including 
three partners of Lee, Higginson & Company 
and men of outstanding prominence in the 
business world. The selection of Lynn P. 
Talley, now governor of the Federal Reserve 
sank of Dallas, as chairman of the Bank of 
America of California, to succeed Edward J. 
Nolan, resigned is also confirmed. 

At the present time the Transamerica Cor- 
poration owns over 99 per cent of the stock 


of the Bank of America of California, the 
largest bank on the Pacific Coast and fourth 
largest bank in the country; 63 per cent of 
the stock of the Bank of America of New 
York City and control of the First National 
Bank of Portland, Ore., which were acquired 
as a nucleus for a nationwide branch bank- 
ing system. The corporation also controls 
realty, mortgage and insurance companies 
and has large diversified investments. 

There will be no precipitate action in dis- 
posing of bank stock holdings. The affiliated 
securities companies will be completely sepa- 
rated from the banks. The business con- 
ducted by the Bancamerica-Blair Corpora- 
tion will be continued under the name of 
Blair Securities Corporation or similar name 
and will be wholly independent of the Trans- 
america Corporation. 

The reconstituted board of directors of the 
Sancamerica Corporation will include the 
following: Frederic W. Allen, James A. Baci- 
galupi, Edward H. Clark, Charles E. Cotting, 
Paul D. Cravath, Frederic C. Dumaine, 
Henry O. Havemeyer, George Jouasset, Jean 
Monnet, George Murnane, Charles W. Nash, 
Armando Pedrini, Roland L. Redmond, Fred 
W. Sargent, V. Scialoja and Elisha Walker, 
chairman. 





378 


FORCES THAT MAKE FOR BUSINESS AND 
INDUSTRIAL REVIVAL 


(Cantinued from page 288) 


surprising if in that market first-rate bonds 
of the type which are included in the Dow- 
Jones index reached a level of prices higher 
than in 1928; and if the United States Treas- 
ury borrowed long time funds at 2% per cent. 

The same sort of forces are at work now 
in the bond market which were present in 
1921, 1924 and 1927. The Federal Reserve 
situation, which is always a guide to the 
future of the bond market, has never been 
easier in all its history. With the return 
flow of some four hundred million dollars 
of hoarded currency which will come when 
confidence is restored, the Reserve System 
will remain easy throughout the autumn and 
winter. Gold is still being imported into the 
United States. The gold inflow and the re- 
lease of hoarded currency will take care of 
the needs of business without any material 
amount of Reserve Credit expansion. 

In this situation we are bound to develop 
a large demand for bonds. The bankers of 
the United States are not going to leave their 
credit balance lying idle at the Federal Re- 
serve much longer before they put them to 
use. They will do this by buying listed, sale- 
able bonds, and, in my opinion, they will 
make a profit on the operation. If what I 
have said about the outlook for business this 
year is true, banks will not have a tremend- 
ous demand for commercial funds. There 
will, however, be an increasing demand for 
funds with which to undertake the construc- 
tion of durable goods. If that demand is sup- 
plied through the bond and mortgage mar- 
kets, the revival of activity in the construc- 
tion of such goods will become pronounced 
and prosperity will be fully restored during 
1932. 


DISPOSITION OF SIXTY MILLION 
DOLLAR ESTATE 


The will of the late William Monroe White, 
founder of the Calumet Baking Company, 
which was filed for probate recently in Louis- 
ville, Ky., disposes of an estate valued at 
$60,000,000. According to the terms of the 
will, $55,000,000 of the estate is left to War- 
ren Wright of Chicago, an only son. A trust 
fund of $1,000,000 is provided for the widow 
to provide an annual income of $70,000 in 
addition to cash and residential property. 
In the event of the death of the son, the en- 
tire residue of the estate goes to the son of 
the latter, Warren Wright, Jr. 


TRUST COMPANIES 


If Oldest Trust 
Department 


In Alabama 


Let us handle your trust affairs in 
this district. Correspondence invited. 


BIRMINGHAMI@: 


& SAVINGS COMPANY! 


MEMBER FEDERAL RESERVE SYSTEM fy ap ™ 


CLEARING UP THE TOLEDO BANKING 
SITUATION 

While efforts are in progress looking to- 
ward reorganization consolation of the 
four banking institutions of Toledo which 
were threatened with heavy withdrawals and 
closed their doors almost simultaneously on 
August 17th, no definite arrangements have 
yet been announced. The fact that deposits 
of approximately $80,000,000 are reported by 
these four institutions and representing 80 
per cent of Toledo’s banking business, in- 
dicates the seriousness of the situation. The 
banks involved are the Ohio Savings Bank & 
Trust Company, the Commerce Guardian 
Trust & Savings Bank, the Commercial Sav- 
ings Bank & Trust Company and the Ameri- 
can Bank, all of which are in the hands of 
the state banking authorities. The closing 
followed upon the expiration of the 60-day 
withdrawal notice posted by the banks when 
the Security Savings Bank & Trust Company 
closed its doors, June 17. The First National 
Bank and the Toledo Trust Company are the 
two remaining solvent banks in the city 
which have safely withstood the strain. The 
problems attending the liquidation or reor- 
ganization of the closed banks are being su- 
pervised by Rollin Wilbur, former president 
of the Investment Bankers Association, who 
has been appointed by Bank Superintendent 
Ira A. Fulton, to take direct charge. 


or 


James H. McGillan has been elected presi- 


dent of the Northern Trust Company of 


Green Bay, Wis. 


Leroy A. Goodwin has been elected presi- 
dent of the Gloucester City Trust Company 
of Gloucester City, N. J. 


The Cleveland Trust Company recently 
declared its 126th consecutive quarterly divi- 
dend. 
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WILLIAM I. TABER 

William I. Taber, chairman of the board 
and for many years president of the Citizens 
Trust Company of Utica, N. Y., died recently 
at his home at the age of sixty. Under his 
progressive guidance the Citizens Trust Com- 
yany became one of the largest and most 
eso up-State trust companies with COMPLETE 
present resources of $30,000,000. Mr. Tabor FIDUCIARY SERVICE 


was born in Middleville and educated in the ° ° 
Utica Free Academy. He began his banking th ro ugh out Ca lifo rntia 


career with the Herkimer Bank of which 
he became cashier in 1892. In 1906 he was 
elected president of the Citizens Trust Com- 
pany. Mr. Taber was prominent in Masonic 
circles. 


AANA ANY ANY BVA Rk 


LOWE WA Wwe Wwe Wd We NWA Wa Wwe We le lee le lee Wve) 


NOAA AUTON NO ORO AOAC NOOO ATO NOOO 


Vi BV BY BBY AY By BV AY BY 


WAP AO AG NW TAO ANT OTE 


Trusts are administered in 243 
California cities by Bank of 
America branches, under exper- 
ienced supervision by our Trust 
Departments in the metropoli- 
tan offices. 





TIT II 


You and your clients are as- 
sured complete, interested and 
individual service in any fidu- 
Wo. I. TaBER Ciary Capacity. 


For further information, you 
B. S Wellman, vice-president and _ trust : . 
officer of the Huntington National Bank of are invited to address our San 


Columbus, has been elected vice-president of Francisco or Los Angeles offices. 
the Trust Company Division, A. B, A., for 
Ohio. 

William Volk, director of the Bryant Park 
Bank of New York City and the Park Trust 
Company of Weehawken, N. J., has been 
elected a director of the Trust Company of 
New Jersey of Jersey City. 


Bank of America 


National Trust & Savings Association 


TSISID 





TRUOIOROAOWON ONO RONONONONG 


CALIFORNIA 


4 Bank of America National Trust & Savings 
Association . .. a National Bank and Bank of 
America...a California State Bank are identical 
in ownership and management...415 
offices in 243 California cities. 


Bank of Manhattan Trust Company of New 
York has been appointed trustee for an issue 
of $464,000 principal amount of Shippers’ Car 
Line Equipment Trust, 5 per cent equipment 
Trust gold certificates “Series H.” 
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Under Supervision of Federal Government 


AMERICAN SECURITY 


AND TRUST COMPAN 


Fifteenth and Pennsylvania Avenue 


WASHINGTON, .D. C. 


Capital andSurplus - - 
Assets over - + 


$6,800,000.00 
$38,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 


CUBA 


Trustees for Bond Issues 
Real Estate Listed or Administrated 
Insurance—All Lines 


THE TRUST COMPANY 
of CUBA 


Cable—“Trustco” 





Havana 








MANHATTAN TRUST OPENS ATTRAC- 
TIVE BRANCH BUILDING 


An interesting event for the Bronx was the 
opening on September 19 of the new Bank of 
Manhattan Trust Company’s branch office 
at Allerton and White Plain avenues. The 
structure which is an ornament to the 
neighborhood was finished under the direc- 
tion of William C. Thompson, vice-president 
in charge of the uptown division of the bank. 
Mr. C. F. Oktavec, who is well known in the 
Bronx, is manager. He was formerly with 
the Bank of Europe and the Bank of Wash- 
ington Heights, which institution merged 
with the Bank of Manhattan Trust Company. 

The building is of classical design treated 
in a modern spirit, and is notable for the 
simplicity of its construction. The street 


New home of the Allerton Avenue office 
of the Bank of Manhattan Trust 
Company, New York. 





fronts are of limestone with black marble 
at the entrance. The chief ornamenta- 
tion is a broad frieze; on the Allerton 
avenue front there is a marble medallion 
which represents Oceanus, the Water Car- 
rier, trade mark of The Manhattan Com- 
pany since its organization in 1799. The 
interior of the building has been arranged 
with studied care to provide ample space and 
every convenience. A burglar and fire-proof 
safe deposit vault has been installed on the 
main floor, equipped with conference room 
and coupon booths, 


NEW FEATURES EMBODIED IN “COM- 
BINATION TRUST” 

The Syracuse Trust Company of Syracuse, 

N. Y., announces the establishment of a new 
type of trust service, called the “Combination 
Trust.” It represents a combination of the 
life insurance trust with the living or volun- 
tary trust. It provides for payment of in- 
come to the maker during life and income 
thereafter to beneficiaries. Under the ten- 
year combination trust, the maker deposits 
$50, or multiples of $50 every month for ten 
years. During the ten years the maker’s life 
is insured. As soon as the trust is nr 
lished, the beneficiaries of the maker are as- 
sured their income, even if he shall die mean- 
while. If he lives, he is assured an annual 
income for himself when his ten years of 
payments are complete. 
a fifteen-year combination 
trust and a twenty-year combination trust 
operating on the same principle, the lesser 
periods being attractive to those who wish 
to make deposits in multiples of $25 rather 
than of $50, and prefer a longer time in 
which to accumulate the necessary principal. 
The combination trust is regarded as an ef- 
fective instrument for the accumulation and 
preservation of an estate. 


There is also 
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New York 


COMPARISON AND SOURCES OF NEW 
YORK BANK EARNINGS 


An interesting compilation of the sources 
of bank earnings has been made, based upon 
figures of bank earnings compiled by the Fed- 
eral Reserve Bank of New York and dealing 
with banks and trust companies in New York 
City with loans and investments of over 
$10,000,000. Net profits, after all deductions, 
on capital funds show 10.9 per cent in 1928; 
10.2 per cent for 1929 and 3.2 per cent for 
the year 1930. Gross earnings to available 
funds show 5 per cent in the year 1928; 5.4 
per cent in 1929 and 4.6 per cent in 1930. 
The relatively larger reduction in net profits 
is attributable to charge-offs. Average in- 
come on loans shows a surprisingly small 
decline during 1930 to 4.6 per cent as com- 
pared with 5.1 per cent in 1928 and 6 per 
cent in 1929. 

An analysis of the sources of gross earn- 
ings of banks shows that over 50 per cent are 
derived from loans and averaging 54.9 per 
cent in 1930; 58.9 per cent in 1928 and 63 per 
cent in 1929. Income from investments 
amounted to 21.9 per cent last year; 19.6 per 
cent in 1929 and 16.1 per cent in 1930, re- 
flecting the large increase in investment hold- 
ings of banks. Earning percentages from 
trust departments are somewhat misleading 
because of the fact that earnings from this 
source are frequently not allocated to that 
department. Moreover, the proportion of 
trust earnings to total varies materially as 
between trust companies and banks which 
have large volume of trust business and those 
that confine their activities primarily to 
banking. Allowing for such discrepancies in 
striking averages there is shown an increase 
in income from trust departments from 2.7 
per cent in 1928 to 4.9 per cent in 1929 and 
of 5.9 per cent in 1930. In other words the 
income from trust departments is the only 
item in banking operation which has shown 
decisive gains in the last few years. 


MANUFACTURERS TRUST CO. TAKES 
OVER ASSETS OF MIDWOOD TRUST AND 
BROOKLYN NATIONAL BANK 


The Manufacturers Trust Company of New 
York, of which Harvey D. Gibson is presi- 
dent, is making important contributions to 
the concentration of resources of smaller 
banks and trust companies, by taking over a 
number of institutions under conditions 
which guarantee deposit liabilities and return 
to stockholders based upon value of assets 
turned over to the trust company. AS a re- 
sult of such arrangements the Manufacturers 
has acquired the Midwood Trust Company of 
Brooklyn, and also the assets of the Lebanon 
National Bank, the Midtown Bank, the 
Brooklyn National Bank and with negotia- 
tions pending for absorption of the assets of 
the Bryant Park Bank, 

Acquisition of the Midwood Trust Com- 
pany provides for the operation of the main 
office and the five branches of the company as 
branches of the Manufacturers Trust Com- 
pany. The Midwood Trust Company report- 
ed deposits of about $10,000,000 and it is 
stated that no change in personnel are con- 
templated. The entire board of the Midwood 
has been invited to serve as a Brooklyn ad- 
visory committee by the Manufacturers. 


NEW QUARTERS FOR CENTRAL HAN- 
OVER PERSONAL TRUST DEPARTMENT 


New and more spacious quarters have been 
provided for the personal trust department 
of the Central Hanover Bank & Trust Com- 
pany of New York on the second floor of the 
60 Broadway building. Such change was 
rendered necessary by the rapid expansion of 
the business of the personal trust depart- 
ment which has continued at record rate. 

Announcement is made of the election of 
William S. Gray, Jr., as a member of the 
board of trustees of the Central Hanover 
Bank & Trust Company. James P, Flynn has 
been appointed an assistant secretary. 





=e 


TRUST 


COMPANIES 


The Mechanics’ Trust Company 


BAYONNE, N. 


OF NEW JERSEY 
J. 


COLLECTIONS—Daily Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 


JERSEY CITY (Including Greenville) 


HOBOKEN and BAYONNE 


COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 


Reciprocal Balances Based on Volume of Business 


Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
THE NEW YORK CLEARING HOUSE 








TRIPLE BANK MERGER IN NEW YORK 

Negotiations have been completed whereby 
the Straus National Bank & Trust Company 
has been merged with the Continental Bank 
& Trust Company of New York and provid- 
ing also for the acquisition by the combined 
institution of the International Trust Com- 
pany. The merged bank will continue under 
the title of the Continental Bank & Trust 
Company, which was founded in 1870. On 
the basis of June 30th financial statements 
the combined resources amount to over $71,- 
000,000 of which the Continental reported 
$44,000,000, the Straus National $15,000,000 
and the International Trust over $12,000,000. 
Deposits of the three banks amounted to 
$43,000,000. The main office of the combined 
bank will be lodged in the new forty-eight 
story bank and office building in course of 
construction for the Continental Bank at 30 
Broad street. The board of directors of the 
combined institution will include the present 
directors of the Continental Bank and sev- 
eral of the members of the boards of the oth- 
er banks. The senior officers of the bank 
will be Frederick H. Hornby, chairman of 
the board of directors; C. Howard Marfield, 
president; Frederick E. Hasler, chairman of 
the executive committee, and Allen K. 
Brehm, vice-president. 

The Continental Bank & Trust Company is 
a member of the New York Clearing House 
Association and of the Federal Reserve Sys- 
tem. 


The corner-stone for the new U. S. 
office in New York at South street and Old 


Assay 


Slip, was recently laid with formal cere- 
monies, by Ogden L. Mills, Under-Secretary 
of the Treasury. 

The North Avenue Bank & Trust Company 
of New Rochelle, N. Y., has been merged with 
the New Rochelle Trust Company, combining 
deposits of $12,000,000. 


LIQUID POSITION OF CHATHAM 
PHENIX NATIONAL 

A financial statement issued by the Chath- 
am Phenix National Bank & Trust Company 
of New York as of August 18th shows the 
strong and liquid condition of this bank 
which has had a continued existence since 
1812 and was the first New York City bank 
to establish branches of which it now has fif- 
teen in favorable locations. The financial 
statement shows capital of $16,200,000; capi- 
tal and surplus $16,508,544. Against depos- 
its of $191,260,767 the statement shows im- 
mediately realizable resources of $134,016,- 
914, including cash of $42,485,000; U. S. Gov- 
ernment bonds, $19,204,000; other high grade 
bonds, $16,986,000; demand loans secured by 
collateral of greater market value than loans, 
$55,339,000; time loans payable in less than 
sixty days and amply secured by collateral, 
$32,455,000, with commercial loans and dis- 
counts of $61,931,000. 


RECORD INCREASE IN LIFE INSURANCE 
TRUSTS 

The Brooklyn Trust Company reports that 
the volume of life insurance trusts estab- 
lished with the company during the first sev- 
en months of 1931 was 26 per cent greater 
than for the same months of 1930. This in- 
creased reliance on life insurance trusts is 
attributed by the Brooklyn Trust Company 
to the fact that thoughtful men, with vivid 
memories of shrinking fortunes, are deter- 
mined to protect their estates from avoidable 
future hazards and therefore select the most 
desirable safeguards which are vouchsafed 
by life insurance trusts. There is another 
reason for the active growth of fiduciary 
business at the Brooklyn Trust Company and 
that is that the company, in its administra- 
tion of trusts and estates during the past 
forty-five years, has maintained a consistent 
policy of selling nothing except its services. 
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WHAT THE OLD HANOVER BANK BUILD- 
ING CORNERSTONE DIISCLOSED 

In making excavations for the foundations 
of the new Bankers Trust Company of New 
York additions at the corner of Nassau and 
Pine streets, workmen came upon the con- 
tents of the cornerstone of the Hanover Na- 
tional Bank building laid in May, 1902. The 
box revealed newspapers of that date and 
besides other mementoes an _ individually 
signed list of the officers, directors and em- 
ployees of the old Hanover National Bank, 
numbering 200. <A study of this list revealed 
that of all the directors and officers who 
signed this list, only three survive, namely, 
William Halls, Jr., John 8S. Phipps and Henry 
R. Canse. The list will be preserved in the 
archives of the Central Hanover Bank & 
Trust Company with which the Hanover Na- 
tional was merged. 

An interesting booklet has been issued by 
the Bankers Trust Company in which Chair- 
man Seward Prosser sketches the progress 
of the company which rendered necessary 
the new building operations. The total space 
occupied by the company in the main office 
and adjacent three buildings which stood on 
the site to be occupied by the new additions, 
amounted in 1931 to eight times that in use 
in 1912. During the same period the person- 
nel of the institution increased twenty times. 
While the main purpose of the new building, 
says Mr. Prosser, is to provide adequate hous- 
ing, the present building operations are re- 
garded as particularly opportune because of 
lowered construction costs and the benefits 
to the community in contributing to employ- 
ment. It is also noteworthy that the Bankers 
Trust has developed from small beginnings 
Without any consolidation since the Astor 
Trust Company was absorbed in 1917. 


NOTABLE RECORD OF THE AMERICAN 
EXPRESS BANK AND TRUST CO. 


The American Express Bank & Trust Com- 
pany of New York, under the guidance of 
President G. B. Whelpley, has made a notable 
record of progress during its brief period of 
existence since April, 1980. The recent ad- 
mission of the company to membership in the 
New York Clearing House Association testi- 
fies to the sound policies of its management, 
inasmuch as membership in the Clearing 
House carries with it rigid qualifications. 
The financial statement of the company at 
the close of the half-yearly period last June 
showed total resources of over $50,000,000, 
With deposits of $22,312,000; capital, $10,- 
000,000; surplus and _ undivided profits, 
$5,502,000. The company was organized by 
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interests associated with the Chase National 
Bank and the American Express Company. 

Recent additions to the board of directors 
of the company are James Bruce, president 
of the Baltimore Trust Company, and John 
L. Kemmerer, chairman of the board of Whit- 
ney & Kemmerer, Inc. 


WILLIAM H. BUTT 

The banking publishing fraternity of the 
country has lost one of its most respected 
members through the recent death of William 
Hiram Butt, vice-president and director of 
the Bankers Publishing Company of New 
York. He passed away at his home, Col- 
chester Hall, Scarsdale Manor, N. Y. at the 
age of sixty-five. 

Mr. Butt was born in Monroe County, Mo. 
and came to New York as a young man. He 
had been associated with the Bankers Pub- 
lishing Company for thirty years and had a 
large circle of friends in every part of the 
United States. 


Walter E. Lagerquist, for the past five 
years investment advisor of the Irving Trust 
Company has been elected chairman of the 
board of the Brookmire Investors, Inc. 
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NEW VICE-PRESIDENTS AT 
CITY BANK 

A recent addition to the vice-presidential 
staff of the National City Bank of New York 
is Murray S. Wilson, who joined the bank in 
1918 and has been three times promoted. His 
first assignment was as representative of the 
bank in Indiana, followed by a transfer to 
the Northwest with office in Minneapolis. In 
1920 he came to the New York office and was 
assigned to the credit department. During 
1922 he represented the bank in Cuba. 

At a recent meeting of the directors of 
the National City Company, Willard Shrews- 
bury was elected resident vice-president with 
domicile in South America and headquarters 
in Santiago de Chile. 

The National City Bank is preparing to 
open its fifty-fourth branch office in Greater 
New York which will be located at 130 Wil- 
liams street. Although this office is but a few 
blocks away from the main office it will pro- 
vied special facilities in the insurance dis- 
trict. The new branch will be in charge of 
Thomas J. Connellan, assistant vice-presi- 
dent. 


NATIONAL 


ELECTED EXECUTIVE VICE-PRESIDENT 
OF MARINE TRUST COMPANY 

The election of Charles H. Diefendorf as 
executive vice-president of the Marine Trust 
Company of Buffalo, N. Y., has been an- 
nounced by President George F. Rand. Join- 
ing the Marine in 1907, Mr. Diefendorf was 
elected an assistant secretary in 1922 and in 
1927 he was made a vice-president in charge 
of the bond department. During the World 
War he saw service overseas. Mr. Diefen- 
dorf is a director of the Curtiss-Wright Corp., 
General Baking Co., International Salt Co., 
and National Investors Group, and a gover- 
nor of the Buffalo Stock Exchange. 

Frank S. Hershey, the newly elected as- 
sistant secretary, of the Marine Trust Com- 
pany, is associated with the new business 
department. 

E. A. Letchworth has been elected to the 
board of Marine Midland Trust Company of 
New York, in New York City. Mr. Letch- 
worth is a member of the Buffalo law firm 
of Kenefick, Cooke, Mitchell, Mass & Letch- 
worth; also a director of the Marine Trust 
Company of Buffalo, and chairman of the 
executive committee of Marine Midland Corp. 


Thomas F. Kane has been elected as vice- 
president and trust officer of the Fallkill 
National Bank & Trust Company at Pough- 
keepsie, N. Y. 
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Two Volume 
Inheritance Tax Service 


—Topical, annotated compila- 
tions reporting the estate, in- 
heritance, succession and death 
taxes, as imposed by the Fed- 
eral Government and home- 
state jurisdictions. Other juris- 
dictions covered by compen- 
dium or digests. Also treatise, 
charts, and stock transfer divi- 
sion including directories of 
stock transfer agents and cor- 
porations. New matters, regu- 
lations, departmental interpre- 
tations, amendments and court 
decisions reported rapidly; in- 
dexed as issued. 


ComMERCE CLEARING, HOTSE, ING, 


LOOSE LEAF SERVICE DIVISION 


Tue, CORPORATION TRUST Gomessny 





CHARLES H. DIEFENDORF 


Recently appointed Executive Vice-president, Marine Trust 
Company of Buffalo 
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LARGER QUARTERS FOR NEW YORK 
TITLE AND MORTGAGE COMPANY 

The New York Title & Mortgage Company, 
now affiliated with the Bank of Manhattan 
Company group, recently opened new quar- 
ters in its main office at 1385 and 141 Broad- 
way. The change was desirable to accommo- 
date increasing business and provide for 
space for executive departments. The ar- 
rangements are in keeping with the best mod- 
ern financial equipment and the architectural 
construction is unusually attractive. 

The New York Title & Mortgage Company 
owns the entire block on Broadway in the 
financial district, bounded by Cedar, Church 
and Liberty streets, cut by Temple street, a 
one-block thoroughfare that runs parallel 
with Broadway. The Broadway and Cedar 
street corner is occupied by the affiliated 
Bank of the Manhattan Trust Company. The 
new quarters of the New York Title & Mort- 
gage Company are at the Liberty Street cor- 
ner, joining the bank in the rear. 


IMPORTANT BANK MERGER IN 
AUBURN, NEW YORK 


Plans have been ratified for merger of the 
two oldest banks in Auburn, N. Y., the Na- 
tional Bank of Auburn and the Cayuga 
County National Bank under the title of the 
Auburn-Cayuga National Bank & Trust Com- 
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pany. The consolidation will give Auburn 
an institution with more than a million dol- 
lars in capital funds, with deposits of over 
$8,000,000 and trust funds amounting to over 
$5,000.000. 

It is expected that William K. Payne, pres- 
ident of the Cayuga County National, will be 
chairman of the board of directors, and El- 
more N. Ross, president of the National Bank 
of Auburn, will be president. The trust de- 
partment will be conducted by Carl A. Neu- 
meister as vice-president and trust officer. 

The National Bank of Auburn was organ- 
ized in 1817 and the Cayuga County National 
Bank in 1833. 


ASSISTANT TRUST OFFICERS OF LIBERTY 
BANK OF BUFFALO 


Frank A. Elliott and Herbert R. Vander- 
bilt have received appointments as assistant 
trust officers of the Liberty Bank of Buffalo, 
N. Y. Mr. Elliott entered the employ of the 
Liberty Bank in 1925, after several years of 
banking experience with the Royal Bank of 
Canada. Mr. Vanderbilt became associated 
with the Liberty Bank trust department in 
April, 1930. 


Elgood M. Lufkin has been appointed as- 
sistant vice-president of the Bank of New 
York & Trust Company of New York. 


CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Capital 


American Express Bank & Trust Co $10,000,000 


Surplus and 
Undivided 
Profits, 
June 30, 1931 


$5,502,300 


Deposits, Par’ Bid 


June 30, 1931 
$22,312,500 


Anglo-South American Trust Co 

Banca Commerciale Italiana Trust Co...... 
Bank of Sicily Trust Co 

Bank of Manhattan Trust Co 

Baek of NM. Y. & rst COeccc csc ccccccces 
eS a re rare 
Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co............... 
City Bank Farmers Trust Co 

Corn Exchange Bank & Trust Co.......... 
Corporation Trust Co 

County Trust Co 

Empire Trust Co 

Fulton Trust Co 

Guaranty Trust Co 
Ge a ae 
Irving Trust Co 

Kings County Trust Co 

Lawyers Trust Co 

Manufacturers Trust Co.............-.00¢ 
Marine Midland Trust Co 

New York Trust Co 

Title Guarantee & Trust 

Underwriters Trust Co 

United States Trust Co 


1,000,000 
2,000,000 
1,500,000 


6,000,000 
25,000,000 
1,550,000 
8,200,000 
21,000,000 
21,000,000 
10,000,000 
15,000,000 
500,000 
4,000,000 
6,000,000 
2,000,000 
90,000,000 
3,000,000 
50,000,000 
500,000 
3,000,000 
27,500,000 
10,000,000 
12,500,000 


2,000,000 


757,300 
2,078,100 
1,000,000 

50,760,200 
14,254,900 
87,792,400 

504,900 

18,112,200 
83,630,600 
44,260,900 
13,078,700 
32,629,000 

129,900 
4,627,900 
6,561,700 
3,450,800 

208,427,000 
2,061,000 
75,429,400 
6,530,200 
4,256,700 
24,380,500 
9,632,800 
35,644,000 
24,860,800 
1,446,700 
27,805,300 


6,805,300 
15,152,600 
13,413,500 

454,273,000 
108,071,200 
639,266,700 
20,690,200 
136,862,700 
647,205,900 
368,134,900 
44,102,300 
237,629,200 
67,500 
23,304,700 
84,700,600 
18,113,700 


1,343,932,900 


22,101,800 
543,960,200 
30,599,600 
20,561,800 
237,858,600 
74,530,600 
342,202,000 
45,398,900 
9,354,900 
58,711,800 


26 
38 
300 
390 
98 101 


395 


2314 
2420 2520 


‘41% 43% 
116 119 
111% 114% 


14144 
2400 2500 





24% 


16% 
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Philadelphia 


Special Correspondence 


INCREASING LIQUIDITY OF PENNSYL- 
VANIA BANKING STRUCTURE 

The latest summary of Pennsylvania bank- 
ing returns, compiled by the State Banking 
Department, indicates a very definite trend 
toward increasing strength and liquidity. 
Embracing the twelve-month period from 
June 30, 1930 to the close of the second quar- 
ter of the current year, there is shown a de- 
crease of fifty-two reporting state banking in- 
stitutions, due to mergers and failures. Re- 
sources decreased $102,569,000 from total of 
$3,731,512,000 to $3,628,943,000. This de- 
crease was offset by a reduction of $101,000,- 
000 in the amount of bills payable. Loans de- 
creased $256,000,000, deposits $106,000,000, 
while investment securities increased $133,- 
000,000. Demand deposits subject to check 
decreased less than 10 per cent while savings 
deposits increased 31% per cent. 

After allowing for the institutions in pos- 
session of the banking department, the de- 
crease in total resources amounted to $13,- 
000,000 which is less than one-third of 1 
per cent of the total resources held in June, 
1930. Similarly, loans decreased to the ex- 
tent of $208,000,000, of which $65,000,000 
were unsecured, and $34,000,000 were secured 
by other real estate and mortgages. At the 
same time, investments in bonds increased 
to the extent of $152,000,000, of which $97,- 
000,000 represent investments in U. 8S. Gov- 
ernment securities. 


SPEEDING THE WORK OF BANK 
LIQUIDATION 

Secretary William D. Gordon of the Penn- 
sylvania Banking Department has taken 
steps to expedite the liquidation of closed 
banks by appointing William Lewis McGee as 
a special deputy to supervise the work. There 
are at the present time thirty banks in the 
hands of the department with aggregate re- 
sources of $115,000,000 and deposits of $83,- 
000,000. Because of legislative restrictions 
the process of liquidation is needlessly de- 
layed and by concentrating the duties of li- 
quidation it is hoped to overcome some of 
these impediments. 


William J. Hamilton, Jr., an assistant sec- 
retary of the Real Estate Land Title & Trust 
Company of Philadelphia, has been appointed 
sheriff of Philadelphia by Governor Pinchot, 
succeeding the late Thomas W. Cunningham. 


PITTSBURGH 


FIDELITY TRUST COMPANY 


341-343 FOURTH AVE., PITTSBURGH 
ESTA BLIS HED 18 86 


As in all trust capac- 
ities. Trust accounts 
managed agéregate more 
than $220,000,000. 


APITAL, Surplus and 

undivided profits 
more than $10,000,000. 
Handles checking ac- 
counts of corporations, 
firms and individuals. 








CODIFICATION OF PENNSYLVANIA 

CORPORATION AND BANKING LAWS 

Acting under instructions from the Attor- 
ney General of Pennsylvania, various com- 
mittees are engaged in the task of codifying 
the laws of the state governing insurance, 
banking, corporations and building and loan 
associations. The need of codifying such 
laws was emphasized by Governor Pinchot in 
his 1931 budget message. The work of as- 
sembling the insurance, banking and building 
and loan codes has been delegated to Deputy 
Attorney General E, R. Shockley. A special 
committee is preparing the code governing 
corporations. The respective drafts will be 
submitted to the 1933 legislature for action. 


The Girard Trust Company of Philadelphia 
is named as a trustee in the will of the late 
Alva Dinkey, former president of the Car- 
negie Steel Company and at the time of his 
death president of the Midvale Company of 
Philadelphia, leaving an estate valued at 
$875,000. 

J. Stanley Welker has been elected secre- 
tary and Charles K. Scheffter, treasurer, of 
the Merchants Trust Company of Greenville, 
Pa. 
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RAPID CONSTRUCTION OF NEW BUILD- 
ING FOR GIRARD TRUST COMPANY 
The Girard Trust Company of Philadelphia 

expects to take possession of its new thirty- 

story building, adjoining its present home, on 

November ist and exactly one year after 

work started on the demolition of the old 

West End Trust building which occupied the 

site of the new addition. If the work is com- 

pleted on schedule time it will represent one 
of the speediest records in bank building con- 
struction. This one-year record compares 
with three years required for the construc- 
tion of the familiar home of the Girard Trust 

Company on the northwest corner of Broad 

and Chestnut street which has been for many 

years one of the architectural attractions of 

Philadelphia’s business center, with its dome 

and general outline modeled after the Pan- 

theon in Rome. 

The Girard Trust Company will occupy the 
first eight floors and the twenty-ninth and 
thirtieth floors of the new building, retaining 
also for its constantly growing activities the 
old home and the quarters occupied in the 
eight-story annex on Chestnut street, which 
was built in 1924. More than 10,000,000 
pounds—5,000 tons—of Georgia marble are 
being used in the building. The marble is 
backed by 2,500,000 clay bricks. The eleva- 
tors used in the Girard structure will be au- 
tomatically controlled and attain a speed of 
800 feet per minute. This celerity is equaled 
by few in the world. From the street level 
to the thirtieth floor will require only 30 sec- 
onds time. 

The Girard Trust Company is one of the 
pioneer trust companies of the country. It 
began business in 18386 and has had a re- 
markably successful career, uninterrupted by 
periods of national or financial crises. The 
latest financial statement shows that the com- 
pany has under administration an aggregate 
of $841,001,000 trust funds with corporate 
trusts of $1,476,711,000. As of June 30, 1931, 
the company reported banking resources of 
$106,354,000; capital, $4,000,000; surplus, 
$16,000,000, and undivided profits of $2,043,- 
716. 


The Lincoln Bank & Trust Company and 
the Hanover Bank & Trust Company of 
Wilkes-Barre, Pa., have been merged with 
George Nicholson as president of the com- 
bined institution. 


The Camden Safe Deposit & Trust Com- 
pany of Camden, N. J., reports as of June 
30th, total banking resources of $39,316,000, 
with capital of $1,200,000; surplus, $3,600,- 
000 and undivided profits of $949,006. 
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The oldest trust company 
in the Mid-South features 


a complete trust service. 


BANK °F COMMERCE 
ano TRUST COMPANY 


CAPITAL, SURPLUS ‘AND. UNDIVIDED PROFITS 
$ 5,000,000. 





INSTALLATION OF NIGHT 
DEPOSITORIES 

Recognizing the advantage of providing 
customers with facilities to make deposits 
after banking hours, a number of the large 
trust companies and banks in Philadelphia 
are arranging for the installation of night 
depositories at their various branches. The 
Pennsylvania Company for Insurance on 
Lives and Granting of Annuities is installing 
a night depository in each of three offices, 
namely the Colonial Branch, Baltimore Ave- 
nue Branch and the Lehigh Avenue Branch. 
The Girard Trust Company is installing a 
night depository in its new addition on South 
Penn Square. The Corn Exchange Bank & 
Trust Company is installing an equipment at 
its branch at Sixtieth and Ludlow streets. 
All these installations are being made by the 
York Safe & Lock Company of York, Pa. 


Philadelphia bank and trust company of- 
ficials have organized the Bank & Trust Com- 
pany Golf Association of Philadelphia with 
Frank M. Hardt, vice-president of the Fidel- 
ity-Philadelphia Trust Company, as _ presi- 
dent. 
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ENVIABLE RECORD 


The assets of our 
Trust Department 
have more than 


doubled in the 


last two years. 








THE PLAINFIELD 
TRUST COMPANY 


Plainfield, N. J. 
Assets of $26,649,877.93 





























Pennsylvania held fourth place among the 
states in exports of merchandise during 1930 
with total exports valued at $273,637,016 com- 
pared with $340,843,339 in the previous year. 
These statistics were made public recently 
by the Department of Commerce. 

Robert M. Rutherford has been elected 
president of the reorganized Steelton Bank & 
Trust Company of Steelton, Pa. 


BANK MERGER AT WILKES-BARRE, PA. 
COMPLETED 


Recent consummation of the merger of the 
Miners Bank with the Wyoming Valley Trust 
Company of Wilkes-Barre, Pa., gives that city 
an institution with combined resources of 
$34,000,000 and deposits of $24,000,000, sup- 
plemented with a large volume of trust funds, 
Combined capital is $2,500,000; surplus, 
$5,000,000, and undivided profits, $1,700,000. 

Personnel of the consolidated bank in- 
cludes the officers of the Miners Bank, name- 
ly F. M. Kirby, chairman of the board; C. W. 
Laycock, president; J. N. Cunyngham, Sam- 
uel McCracken and F. A. Gamble, vice-presi- 
dents; W. J. Ruff, cashier; M. G. Robbins, 
Roland Grover and R. H. Mitchell, assistant 
cashiers, and A. W. Driesbach, trust officer. 
W. B. Shaeffner, president of the Wyoming 
Valley Trust, has become a vice-president, 
and Gary Miller, trust officer of the Wyoming 
Valley holds a similar position with the 
merged bank. 


LARGE TRUST FUND FOR CHARITY 

An estate of approximately $2,000,000 is 
left “to render the widest and most substan- 
tial charitable benefit to the greatest number 
of my countrymen,” by the will of John J. 
Tyler, public utilities owner, an inventory of 
which was filed recently in Philadelphia with 
the register of wills. Mr. Tyler died on Oc- 
tober 29, 1930 and his will, probated in No- 
vember, established the John J. Tyler Foun- 
dation to carry on the charitable work and 
created a $400,000 trust fund for his wife, 
Mrs. Laura Hoopes Tyler. At her death the 
trust fund is to revert to the foundation. 


CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
Central Trust & Savings 
Continental Equitable 
Fidelity-Philadelphia Trust Co 
Frankford Trust Co 
Franklin Trust Co 
Germantown Trust 
Girard Trust Co 
Industrial Trust Co 882,251 
Integrity Trust 2,987,920 
Kensington-Security Bank & Trust ... 1,300,000 
Liberty Title & Trust 1,000,000 
Ninth Bank and Trust 1,375,000 
North Philadelphia Trust 


6,700,000 

500,000 
3,000,000 
1,400,000 
4,000,000 


Penna. Co. for Insurances 

Provident Trust 

Real Estate Land Title and Trust..... 
Real Estate Trust 


United Security Trust 750,000 


Surplus and 


Undivided 


Profits, Date of 


Deposits, Par Last 


June 30, 1931 June 30,1931 Value Sale Sale 


$1,979,633 $5,321,987 10 9- 9-31 


2,756,849 
26,420,628 
2,200,074 
8,231,894 
4,314,097 
18,043,717 
4,556,859 
16,050,521 
4,181,896 


39,325,621 
17,133,932 
13,776,629 
2,414,270 
789.056 


15,401,936 
116,897,270 
9,285,649 
26,324,823 
21,758,775 
83,226,578 
16,497,251 
61,965,245 
16,608,531 
7,065,155 
22,386,159 
7,983,312 
13,348,675 
250,592,328 
31,127,933 
42,250,721 
6,287 ,887 
8,112,769 


9- 9-31 
8- 5-31 
9-25-29 
8-12-31 
8- 5-31 
9- 9-31 
8-19-31 
4-29-31 
5-21-30 
2- 4-31 
9- 2-31 
7-29-31 
8-12-31 
9- 9-31 
7-29-31 
8-26-31 
7- 8-31 
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Boston 


Special Correspondence 
GROWTH OF TRUST BUSINESS IN 
MASSACHUSETTS 

It is refreshing at a time like the present 
when practically all business and financial 
indices register persistent declines, to note 
that trust business in Massachusetts con- 
tinues to expand in volume and number of 
appointments. A summary prepared by Com- 
missioner of Banks, Arthur Gray, shows trust 
department assets of the 61 trust companies 
of Massachusetts at the high record level of 
$926,000,000, representing an increase of $91,- 
000,000 as compared with returns for June 
30, 1930. To the combined total of $925,- 
000,000 for the entire state, the trust com- 
panies of Boston contributed over $750,000,- 
000, the Old Colony Trust Company leading 
with $292,481,000; the Boston Safe Deposit & 
Trust Company coming next with $211,631,- 
000; the New England Trust Company third 
With $124,043,000 and the State Street Trust 
Company fourth with $54,044,000. 

Further analysis of the trust business re- 
ported by Massachusetts trust companies is 
of interest. 

Trust accounts amount to $846,989,989, 
against $817,836,589 on December 31, and 
$732,572,109 on June 30, 1980. As executor 
and administrator, the trust companies were 
administering $67,719,076, against $77,406,- 
445. Holdings of stocks increased to $437,- 
765,253 in June from $420,830,484 at the end 
of 1930 and $361,165,113 at the middle of 
last year. 

Investments in Government, State and 
municipal bonds declined to $87,293,470 from 
$89,212,382 last year, while holdings of other 
bonds rose to $265,130,389 from $240,225,- 
685. Total assets of the trust departments 
were $926,994,628, against $902,519,677 on 
December 31 and $821,932,172 on June 30, 
1930. Investments in railroad bonds held by 
the savings departments were slightly larger 
at $9,162,187, against $7,835,812, but net loans 
on real estate dropped more than $10,000,000 
to $132,770,558 this year from $143,955,970 
at the end of June last year. Loans on per- 
sonal security were also smaller at $43,994,- 
068, against $53,523,681. Total assets of the 
Savings departments declined from $246,- 
545,563 last year to $34,281,436 on June 30 
last. 

Commercial department assets of 99 trust 
companies totalled $513,508,452, against $556,- 
467,388 last year. Savings departments of 
trust companies reported resources amount- 
ing to $235,000,000. 


COMPANIES 


Capital 
$3,000,000 


$3,500,000 


Cordial Cooperation 


in handling Boston 
and New England 
banking and fidu- 
ciary matters with 
promptness and ef- 
ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN Forses, President 
BOSTON, MASS. 





Member Federal Reserve System 


IMPROVED TONE OF BUSINESS IN 
NEW ENGLAND 


Discussing the general business and in- 
dustrial situation in New England the First 
National Bank of Boston says: 

“Business is proceeding on a fairly even 
keel with more resistance being offered to de- 
clining movements. Quickening tendencies 
that usually accompany movement of crops 
and cooler weather should soon be felt, al- 
though there are no signs available as yet of 
any important change for the better. Our 
index of New England industrial activity 
during July was the highest since April 1930, 
after allowances for seasonal changes. For 
the first seven months of this year aggregate 
industrial production in this section was 
about 5 per cent below the same period of 
1930, while it is estimated that industry ac- 
tivity for the country as a whole during this 
same period showed a decline of 17 per cent. 
Marked activity in the shoe and woolen in- 
dustries largely account for the greater ac- 
tivity in the New England states. 

“Building contracts awarded for the entire 
country showed a sharp decline during July 
as compared with the preceding month 
whereas in New England an increase of 12 
per cent was recorded.” 
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ASHTON L. CARR 

The banking and trust company commu- 
nity of Boston mourns the passing of one of 
its most highly respected members in the re- 
cent death of Ashton L. Carr, senior vice- 
president of the State Street Trust Company. 
He entered the employ of the State Street 
Trust Company as a clerk in 1898, immedi- 
ately following his graduation from Harvard. 
By stages he was promoted to positions of 
increasing responsibility. As first aid to Pres- 
ident Alan Forbes he contributed most ef- 
fectively toward the success and growth of 
the State Street Trust Company. 

Mr. Carr was widely known among bank- 
ers throughout New England and also served 
in other important capacities. He was presi- 
dent of the Melrose Hospital Association, 
president of the Melrose Red Cross, vice-pres- 
ident and a member of the finance committee 
of the Melrose Savings Bank, director of the 
Melrose Cooperative Bank, chairman of the 
finance and executive committee of the Bos- 
ton Dispensary, trustee of the Massachusetts 
Investment Trust, and a director of Bigelow 
& Dowse of Boston. 


Bank Commissoner Arthur Gay of Massa- 
chusetts has announced a number of addi- 
tions to the list of bonds eligible for legal in- 
vestments, including obligations of munici- 
palities, public utility, and railroads. 

Everett C. Hall, vice-president of the Ply- 
mouth County Trust Company of Brockton, 
Mass., has been elected president of that 
company, succeeding the late J. Joseph Coo- 
per. Walter J. O. O’Donnell of Brookline has 
joined the trust company as vice-president. 


A committee has been appointed by the 
Massachusetts Bankers Association to con- 
sider plans for broadening the constructive 
activities of the association. 
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THIRD NATIONAL BANK AND TRUST 
COMPANY OF SPRINGFIELD, MASS. 

One of the most progressive and rapidly ad- 
vancing banks in Massachusetts is the Third 
National Bank & Trust Company of Spring- 
field. The published reports reveal constant 
growth in both banking and trust department 
business. The latest return shows total 
banking resources of $37,409,000, with de- 
posits of $32,270,647. Capital is $1,500,000; 
surplus $1,500,000 and undivided profits 
$1,848,646, with special reserves of $150,621. 
The trust department, which is under the di- 
rection of Frederick M. Jones as trust officer 
and assisted by Harvey H. Moses as assistant 
trust officer, reports assets of $17,379,000. 
The senior officers are: Chairman of the 
board, Frederick M. Jones: president, Ber- 
nard Q. Bond; vice-president and cashier, 
Harlan S. Kaplinger, and _ vice-presidents, 
George J. Clark, George C. Stebbins and 
Leander W. White. 


Trust companies of Maine report an in- 
crease of over $6,000,000 in combined re- 
sources during the past year, bringing the to- 
tal to $220,662,000 with savings deposits of 
$116,019,000 representing gain of six millions. 
During the past year four small trust com- 
panies in Maine were merged with larger 
companies. 

Thomas E. Walsh has been appointed resi- 
dent manager of the Atlanta, Georgia office of 
the First National Old Colony Corporation. 

The trust department of the Worcester 
Bank & Trust Company of Worcester, Mass., 
reports trust assets of $28,182,000. 

Fred F. Lawrence, vice-president in charge 
of the trust department at the Casco Mer- 
eantile Trust Company at Portland, Me. has 
been elected to the presidency of the Maine 
Savings Bank. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


Banca Commerciale Italiana. .. $750,000 
Boston Safe Deposit and Trust Co... .. 2,000,000 
CRarieston Trust Co.................... 200,000 
Columbia Trust Co 100,000 
Commerce and Trust Co........ 1,000,000 
oe ae . 2,500,000 
Exchange Trust Co............. ,000,000 
Fiduciary Trust Co........... 500,000 
Harris Forbes Trust Co 500,000 
Jamaica Plain Trust Co 200,000 
Kidder Peabody Trust Co... 500,000 
Lee Higginson Trust Co. 500,000 
New England Trust Co 1,000,000 
Old Colony Trust Co 5,000,000 
State Street Trust Co 3,000,000 
United States Trust Co. 2,500,000 


Undivided Profits, 


Assets, 
Trust Dept. 
June 30, 1931 


Surplus and 

Deposits, 
June 30, 1931 
$1,046,437.18 
18,097 ,607.53 
973,254.17 
813,627.86 
4,574,570.36 
8,021,031.35 
5,344,511.28 
280,000.00 
3,736,642.30 
1,726,479.38 
2,924,525.03 
11,360,077.63 
30,282,710.26 
4,017,621.16 
57,854,953.89 
8,500,853.42 


June 30, 1931 
$406,916.12 
3,783,461.07 
44,455.89 
259,597.69 
392,919.74 
335,992.61 
,033,742.10 
599,377.29 
177,469.91 
96,867.37 
312,771.72 
767,932.13 
3,136,275.52 
5,436,870.54 
4,110,089.76 
3,495 447.41 


1,182,541.00 
4,822,589.07 
1,502,300.61 
2,338,584 67 
8,206,742.34 
107,435.88 
13,849,585.96 
25,290,314.08 
124,043,659.88 
292,481,111.87 
54,044,737.55 
11,099 751.30 
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Chicago 


Special Correspondence 


BRANCH BANKING A BURNING ISSUE IN 
ILLINOIS 


It is unquestionably true that the recent 
collapse of a large number of banks in the 
outlying districts of Chicago has not only re- 
vived but intensified the branch banking issue 
in Illinois, with “down-state” banking senti- 
ment among numerous units arrayed against 
the prevailing belief among Chicago “loop” 
bankers that archaic laws against branch 
banking and faulty supervision have been at 
the heart of the troubles which recently 
came to a climax. 

Since the fall of 1929 over ninety banks 
in the metropolitan area of Chicago have 
closed their doors, involving capital funds of 
$36,500,000 and deposits of around $190,000,- 
000. According to a review by the State 
Auditor of Public Accounts, during the past 
six years since January, 1925, a total of 537 
banks have suspended operations in Illinois 
with a net reduction in number of banks 
doing business from 1,403 state banks to 
1,045, not counting national bank suspen- 
sions. About 35 per cent of the closed banks 
have gone into receivership. 

What is regarded as the prevailing senti- 
ment among Chicago banking leaders was 
expressed by Frederick H. Rawson, chair- 
man of the Board of the First National 
Bank of this city, in an unusually frank 
and forceful article appearing in the August 
number of the Review of Reviews. One of 
the prime causes leading up to the recent 
fatalities among the suburban banks in Chi- 
cago, according to Mr. Rawson, is the fact 
that Illinois is in the grip of an archaic 
law which prohibits branch banking. This 
prohibition encouraged the opening of a large 
number of neighborhood banks in outlying 
sections during the past decade, so that by 
the end of 1929 there were no less than some 
200 such banks. Most of these banks, he 
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states, were the outgrowth of real estate 
mortgage loan offices. Those who managed 
were perhaps familiar with real estate loan 
business, but wholly unacquainted with the 
fundamentals of sound commercial banking. 

After dwelling upon contributory causes of 
deplorable lack of adequate bank examina- 
tion as well as the evils of indiscriminate 
granting of bank charters, Mr. Rawson points 
to the prime lesson. He states: 

“It is sincerely hoped that the experience 
the public has had in the last two years, 
with bank failures growing out of irrespon- 
sible management, will lead to branch bank- 
ing in certain restricted metropolitan areas. 
Then, instead of a city like Chicago having 
some 200 independent banks, a number far 
in excess of what the population can properly 
support, and, instead of ruinous competition 
resulting in a lack of sufficient profits to 
pay dividends, build proper reserves, and 
make necessary chargeoffs of losses, there 
will be a restricted number of branch banks, 
all efficiently managed, located at strategie 
points and operated by the leading banks in 
the financial district.” 


BANKER MAKES GIFT OF TRACT FOR 
PLAYGROUND 

A ten-acre tract in Hyde Park, which was 
formerly known as “Dunham’s cow pasture” 
was recently purchased by Albert W. Harris, 
chairman of the board of the Harris Trust 
and Savings Bank of Chicago and has been 
conveyed to the city of Chicago, in trust, for 
a public playground, The land was purchased 
for $495,000 by the Harris Trust and Savings 
Bank, as trustee and was part of the estate 
of John H. Dunham, a pioneer Chicago 
banker. 


A plan for reorganization of the North- 
western Trust & Savings Bank of Chicago, 
has been approved by the State Auditor. The 
reorganized institution will have capital of 
$800,000. 
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FORMER FOREMAN-STATE OFFICERS 
JOIN FIRST NATIONAL ORGANIZATION 

Appointment of former officers of the 
Foreman-State Banks to the official organi- 
zations of the First National Bank of Chicago 
and First Union Trust and Savings Bank 
was announced by Melvin A. Traylor, presi- 
dent, following a recent meeting of the board 
of directors. In the First National, Fred 
H. Carpenter was made a_ vice-president ; 
Charles A. Burns, W. F. Copeland, Thomas 
G. Johnson, Guy C. Kiddoo, Austin J. Lind- 
strom, Oscar F. Meredith, Fred A. Rozum, 
Trygeve A. Siqueland, Melvin H. Sowles ang 
Chester G. Weston were appointed assistant 
vice-presidents; V. L. Bartling, Ray H. Matson 
and Donald IE. McClure were made assistant 
cashiers. 

In the First Union Trust, William C. Miller 
was appointed vice-president in the trust 
department and Joseph F. Notheis, assistant 
vice-president in the bond department. Edwin 
C. Crawford and Louis W. Fischer were 
made personal trust officers, and Jos. T. 
Keckeisen and John W. Bissell, assistant 
secretaries in the trust department. Henry 
Hayes and Frank J. Klauck were made as- 
sistant managers in the real estate loan de- 
partment, and Edward L. Jarl, assistant 
cashier in the savings department. 

Mr. Traylor also announced promotions in 
the First National Bank as follows: James 
L. Buchanan, William K. Harrison and R. 
K. O’Hara were appointed vice-presidents, all 
having been assistant vice-presidents, and 
Elmer E. Schmus was promoted from as- 
sistant cashier to assistant vice-president. 
In the First Union Trust and Savings Bank, 
James P. Feeley was promoted from assist- 
ant cashier to assistant vice-president, and 
Raymond Becker and George S. McNeil were 
made assistant cashiers. 


Robert Drew has been elected a second 
vice-president of the Continental Illinois 
Bank & Trust Company of Chicago and is 
associated with the trust department. 

The First National Bank and the Hoope- 
ston National Bank of Hoopeston, Ill., have 
been merged with resources of over two mil- 
lion dollars, I. E. Merritt is president. 

The Commercial National Bank & Trust 
Company of Peoria, is now the largest bank 
in Illinois outside of Chicago, with total re- 
sources of $31,349,000. 

Carl J. Jernberg has been elected vice- 
president of Liberty Trust & Savings Bank, 
of Chicago. Mr. Jernberg was formerly vice- 
president of the West Side Trust & Savings 
Bank. 
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ADDITIONAL BUILDING SPACE FOR 
FIRST NATIONAL 


Melvin A. Traylor, president of the First 
National Bank of Chicago, announces that 
arrangements have been practically com- 
pleted whereby the bank secures a long-term 
lease of the Morrison Hotel building which 
adjoins the present main building of the 
First National on Clark street. With this 
acquisition the First National and the allied 
First Union Trust & Savings Bank will have 
the largest working floor area of any banking 
institution in Chicago, embracing a frontage 
of 248.8 feet on Clark street, 321 feet on Mon- 
roe and 191 feet on Dearborn street. The 
newly leased property lends itself readily 
to unification with the present quarters. 

Negotiations for the additional space were 
prompted by the increased demands for ac- 
commodation by reason of the large volume 
of business following the acquisition of the 
Foreman-State Banks. The bond department 
of the First Union Trust & Savings Bank 
will occupy the newly acquired space on the 
ground floor. The space on the second floor 
will be added to the officers’ section of the 
First National Bank. This will release a con- 
siderable amount of space, which will be 
utilized for tellers’ cages, for general work- 
ing space, and also provide for enlarged 
lobbies for the convenience of customers in 
the transaction of their business with the 
bank. 


W. Frank McClure, for nine years head of 
the Chicago office of Albert Frank & Com- 
pany, has become a vice-president and a prin- 
cipal of Carroll Dean Murphy, Inc., general 
advertising agency, Chicago and New York. 

Frank M. Gordon, vice-president of the 
First National Bank and the First Union 
Trust & Savings Bank, Chicago, has been 
elected treasurer of the Lincoln Park Com- 
mission. 
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BUSINESS 
LIFE INSURANCE 
TRUSTS 


By C. ALISON SCULLY 
Vice-president, Bank of Manhattan Trust Co. 


and FRANKLIN W. GANSE 
Mgr., Estate Protection Dept., Paul S. Clark 
Agency, Fohn Hancock Mutual Life Insurance Co. 


Here is the only book to discuss authoritatively 
the use of life i insurance to preserve stability 1 In 
business organizations regardless of successive 
changes in ownership or management. The sub- 
ject is treated from the point of view of the trust 
company, the business man and his organization, 
and the insurance underwriters, and it covers all 
aspects of the services, establishment, promotion 
and administration of insurance trusts. Trust 
company officials will find this a thoroughly com- 
prehensive and practical book. $2.50. 


This is an Appleton Book 


Address: 
TRUST COMPANIES BOOK DEPARTMENT 
55 Liberty Street, New York 





J. E. Sullivan, formerly vice-president of 
the Foreman State National Bank, Chicago, 
is now associated with the Cook County 
Trust Company as president and director. 

Craig B. Hazlewood, 
First National 
elected a member 
board of the 
New York. 


vice-president of the 
Bank of Chicago, has been 
of the Chicago advisory 
National Surety Company of 


COMPANIES 


393 


CONTINENTAL ILLINOIS BANK AND 
TRUST ENCOURAGES STUDY 

The Continental Illinois Bank and Trust 
Company of Chicago is conducting a success- 
ful plan which encourages employees to de- 
vote their spare time and evenings to study 
courses. Under this plan the bank and its 
subsidiaries refund to any employee who sa:- 
isfactorily completes any approved school 
course of study, the entire course fee or fees, 
if not in excess of fifteen dollars that 
amount and one-half of excess over the fif- 
teen dollars. Over four hundred employees, of 
their own initiative, completed night school 
courses last year under this refund plan, 
equipping themselves for added responsibii- 
ities and a broader intellectual background. 

The plan is simple. Only two requirements 
are necessary to secure a refund of course 
fees: first, approval of any course or courses 
must be obtained in the Personnel Division 
before registration at a school; second, upon 
completion of any course a written statement 
from the school, showing the grade, must 
be presented to the Personnel Division to 
show that the course has been satisfactorily 
completed. 


N. W. HARRIS COMPANY, INC. OPENS 
NEW YORK OFFICE 


The N. W. Harris Company, Ine., of Chi- 
cago, recently opened a New York office to 
serve as eastern headquarters for its invest- 
ment banking bsuiness. The company is an 
affiliate of the Harris Trust & Savings bank. 
Albert W. Harris, chairman of the board of 
directors of the Harris Trust & Savings bank, 
is chairman of the N. W. Harris Company. 
Howard W. Fenton, president of the bank, 
has become president of the affiliate. Paul 
S. Russell has been elected vice-president. 





CONDITION OF CHICAGO TRUST COMPANIES 


Surplus and 

Undivided 
Profits 

June 30, 1931 June 30, 1931 Value 


Deposits Book 


Bid Asked 


Boulevard Bridge Bank 
*Central Republic Co 


Continental Illinois Bank & Trust Co 
Se rere 
**First Union Trust & First National......... 


Harris Trust 


ee 
ee eee eee 
OUI. 5.5) wc aa eta. 


Peoples Trust & S 
Union Bank of Chicago 


pe ee ere ee 


Woodlawn Trust 


Tree re St - 2,500, 000 


Capital 
$500,000 
14,000,000 
75,000,000 
350,000 
25,000,000 
6,000,000 
600,000 
3, 000,000 


$544,200 
14,000,000 
72,529,183 
929,146 
50,034,840 
8,139,661 
560,791 
9,445,451 
1,535,376 
1,308,205 
498,875 
400,000 


$11,221,293 209 
+ 


870,940,064 236 
6,573,834 365 
767,729,449 321 
98,417,344 228 
9546, 773 193 
72,769,274 412 
26, 461, 920 161 
7,447,693 200 
10,410,649 150 
5,066,602 170 


1,300,000 
1,000,000 
600,000 


*Central Republic Bank Value does not include Securities Company. 
**Stock owned by First National Bank. 
+Not available because of merger with Central Trust and National Bank of Republic. 


Corrected by F. M. Zeiler & Co., 


members Chicago Stock Exchange, 929 Rookery Bldg. 


220 
136 
196 


315 
375 
175 
355 
285 

70 
180 
180 


230 
140 
199 


325 
385 
190 
393 
295 

80 
200 
200 
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Pittsburgh 


Special Correspondence 


AUTHORITATIVE GUIDE ON INHERIT- 
ANCE AND INCOME TAXES AFFECTING 
INSURANCE 

Some of the best current literature and 
booklets dealing with the numerous phases 
of fiduciary service and estate conservation 
is that which flows in almost a steady stream 
from the trust department of the Fidelity 
Trust Company of Pittsburgh. The latest 
contribution is the 1931 edition of the book 
on “Inheritance and Income Taxes Affecting 
Insurance.” This is a subject in which all 
corporate fiduciaries as well as life under- 
writers have a keen interest. Publication 
was delayed to cover latest advices from all 
legislatures. 

This book now is an authoritative guide 
to those who would know how life insurance 
is taxed under the two classes, income taxes 
and inheritance taxes. It is up-to-the-minute 
and replaces a similar book published by 
the Fidelity two years ago. The information 
is treated in question and answer form. 

The first part of the booklet indicates the 
importance of the subject treated. The sec- 
ond part of this booklet is devoted to an 
explanation of life insurance trusts and the 
taxation of such trusts under the federal 
income tax law and the federal estate and 
state inheritance and estate tax laws. The 
third part is devoted to an explanation of 
the effect of the federal income tax on life 
insurance generally, and the fourth part, to 
a discussion of the taxation of life insurance 
proceeds generally by the Federal Govern- 
ment and by the states under their estate 
and inheritance tax laws. Supplementary 
information is given in the form of explana- 
tions, outlines and charts. 

Readers of Trust CoMPANIES Magazine are 
invited to send to Fidelity Trust for copies. 


The Pittsburgh-American Bank & Trust 
Company is the result of the recent merger 
of the American Bank & Trust Company with 
the Pittsburgh State Bank. 

The newly organized Logan National Bank 
& Trust Company of Kensington, Pa., has 
absorbed the business of the Logan Trust 
Company. 

Former Secretary of Bank of Pennsyl- 
vania, Peter G. Cameron, has organized the 
Pennsylvania Industrial Banking Corpora- 
tion. 

W. T. Davidson has been elected cashier of 
the Bank of Pittsburgh, N. A., succeeding 
Seott H. Nesbit, resigned. 


Among 
the Leading 
One Hundred 


* 

RESOURCES OVER 

$100,000,000 
* 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


PITTSBURGH, PA. 


C. W. Orwig, vice-president of the Com- 
monwealth Trust Company, Pittsburgh, has 
been elected president of the Exchange Club 
of Pittsburgh, a branch of the National or- 
ganization. Earl A. Morton, vice-president 
and trust officer of the Commonwealth has 
been elected a member of the board of trus- 
tees of Bucknell University of Lewisburg, Pa. 

Alvin 8S. Riley has been appointed manager 
of the newly-opened bond department of the 
Peoples-Pittsburgh Trust Company in the 
Dollar Savings & Trust branch of that in- 
stitution at 524-526 Federal street. 


“Why the Fidelity?” is the title of a neat 
little booklet issued by the Fidelity Trust 
Company of Pittsburgh which features ex- 
perience, conservatism, protection, indepen- 
denee and other characteristics of the com- 
pany as reasons for appointment in fiduciary 
capacities. 

J. LaRue Hess has been elected president 
of the Commercial Trust Company of Harris- 
burg, Pa., succeeding the late H. A. Robinson. 

The Hamburg Savings & Trust Company 
of Hamburg, Pa., is sponsoring meetings for 
farmers at which addresses are delivered by 
experts on agricultural development. 





TRUST COMPANIES 


St. Louis 


Special Correspondence 
CONSTRUCTIVE BANKING MOVEMENTS 
IN MISSOURI 

Missouri bankers, through their state, 
county and local cooperative organizations, 
and with the active aid of the state bank- 
ing authorities, are working together to re- 
construct banking standards, repair weak 
spots and enforce methods which will min- 
imize failures. It is unquestionably true 
that Missouri has been hard hit by banking 
fatalities in the smaller communities. <A 
survey affords the assurance that the de- 
bris has been about cleaned up and that 
the ground-work has been laid for a new 
and better era in Missouri banking which 
is bound to restore public confidence in large 
as well as rural communities. 

The state banking authorities have been 
most diligent in salvaging operations and 
enforcing mergers. This has the result of 
creating stronger institutions, eliminating 
wasteful competition and forcing incompe- 
tent management out of the field. Through 
local, county and other organizations a new 
sense of responsibility and team work has 
been introduced. New charters are granted 
only after searching evidence of actual need 
and qualification, as well as financial ability 
of promoters. 

One of the most significent trends is that 
shown by the application of sound manage- 
ment operations. During 1930 a total of 
151 or 12 per cent of the 1,266 banks in 
Missouri were eliminated by merger, liquida- 
tion or failure. It is important to note that 
out of the 151 banks there were only five 
which had instituted the service charge on 
unprofitable accounts. In other words the 
banks that applied cost accounting analysis 
and adopted the service charge and other 
improved measures, fared far better than 
those with no service charge. 


MERCANTILE-COMMERCE COMPANY EX- 
TENDS SCOPE OF OPERATIONS 

Following closely upon the opening of an 
office in Dallas, Tex., the Mercantile-Com- 
merece Company, the investment subsidiary 
of the Mercantile-Commerce Bank and Trust 
Company of St. Louis, has established an 
office in Kansas City, Mo., with Proctor M. 
Masters in charge and located in the Dwight 
Building. Mr. Masters is well known in 
banking circles in Kansas City, having spent 
more than 20 years in the banking field and 
five more in the bond business. His most 
recent connection has been with the Chat- 


“TRUST SERVICE 
EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
osits. Its entire organization and 
acilities are devoted to one specific 





object: EFFICIENT TRUST 
SERVICE. 

Because of its stability, its experi- 
enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 


St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 








Affiliated with First National Bank 











ham-Phenix Corporation as assistant vice- 
president. Prior to entering the investment 
field he was with the New England National 
Bank and Trust Company of Kansas City 
for many years. This bank later was merged 
with the Fidelity National Bank and Trust 
Company. 

The Mercantile-Commerce Company, which 
Mr. Masters now represents in Kansas City, 
is one of the large investment organiza- 
tions of the nation. In the first six months 
of 1931, it participated in municipal bond 
syndicates amounting to $217,354,000, rank- 
ing seventh among all investment houses 
in the United States and first among all in- 
vestment houses outside of New York. Offices 
are maintained in several other large cities, 
including new York City, Houston and Dal- 
las, Texas. 

R. G. A. van der Woude, recently elected 
president of the Shell Petroleum Corpora- 
tion, has been added to the board of direc- 
tors of the Mercantile-Commerce Bank and 
Trust Company of St. Louis. Mr. van der 
Woude was formerly of The Hague, Holland, 
and has been associated with the Royal 
Dutch Shell Company, parent concern of 
the Shell interests for 25 years. 
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ST. LOUIS UNION TRUST NAMED 
IN CAMPBELL WILL 

The St. Louis Union Trust Company, in 
association with Allen C. Orrick, were named 
as executors and trustees in the will of the 
late Hugh Campbell who left an estate es- 
timated at over $1,000,000 and which was 
largely inherited from the father of the 
testator, Robert Campbell, who was well 
known in former years as a St. Louis fur 
dealer and Indian trader. The will pro- 
vides that the old Campbell residence, built 
in Civil War days, should be preserved by 
a brother, Hazlett K. Campbell, who also 
receives the income from the estate as long 
as he lives. 

The will provides that, except for a num- 
ber of direct bequests, the estate shall ul- 
timately go to Yale University for the erec- 
tion of a James Alexander Memorial build- 
ing in mémory of a brother who was a mem- 
ber of the Yale class of 1892. 


WILLIAM F. HAINES 
The St. Louis Union Trust Company 
mourns the loss of William F. Haines, secre- 
tary of the Company, who succumbed re- 


cently from heart disease at the age of 58 


years. Mr. Haines was born in St. Louis in 
1873 and devoted his entire business life 
to the St. Louis Union Trust Company with 
which he became associated in 1890 as an 
office boy and shortly after leaving the pub- 
lic schools. 

Mr. Haines continued with the company 
after the St. Louis Trust Company absorbed 
the Union Trust in 1902, and assuming the 


present title of St. Louis Union Trust Com- 
pany. At the time of the consolidation Mr. 
Haines was made a teller for the new com- 
pany. Several years later he was appointed 
assistant secretary, and on June 16, 1930, 
he was elected secretary. 


TRUST MEN PASS C. L. U. 
EXAMINATIONS 

Oliver J. Niebel, assistant trust officer of 
the Commerce Trust Company of Kansas 
City, Mo., and John D. Wright of the Equit- 
able Trust Company of Baltimore are among 
the first trust men to pass the advanced 
Chartered Life Underwriters examinations 
conducted under the auspices of the American 
College of Life Underwriters. These exam- 
inations are regarded in life insurance cir- 
cles as equivalent to C. P. A. examination 
in professional accountancy circles and to bar 
associations in the legal profession. These 
examinations are available to trust com- 
pany men and are of advantage in enabling 
trust men to cooperate with life underwrit- 
ers in aligning trust with life in- 
surance protection. 

Sidney Maestre, a director of the Mer- 
cantile-Commerce Bank and Trust Company, 
and president of Mercantile-Commerce Com- 
pany, has been slated by the nominating 
committee as chairman of the Mississippi 
Valley Group of Investment Bankers of 
America. 

Members of the St. Louis County Bankers 
Association are shaping plans for the estab- 
lishment of a bankers credit bureau in St. 
Louis County for the exchange of informa- 
tion concerning borrowers at more than one 
bank. 


service 











CONDITION OF ST. LOUIS TRUST COMPANIES 


Branklin-American Trust Co.......ccccccccecsccces 
Lafayette-South Side Bank & Trust Co............ 


Mercantile-Commerce Bank & Trust Co 


Mileemnnt Valley Trust: Co. ....cccccccecciecvcces 


St. Louis Union Trust Co 
*Accepts no deposits. 


. -$2,600,000 
.+ 2,150,000 


Surplus and 
Undivided Profits, 

June 30, 1931 

$1,841,547.17 
1,886,596.34 
7,402,037.22 
3,890,181.98 
7,086,68 6.91 


Deposits, 
June 30, 1931 
$32,298,447.16 

24,261,658 37 
114,880 ,577.95 

73,690,320.76 


Capital 


10,000,000 
6,000,000 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Capital 
$3,400,000 


American Security & Trust Co 
Munsey Trust Co 

National Savings & Trust Co 
Union Trust 

Washington Loan & Trust Co 


1,000,000 


Surplus and 
Undivided 
Profits 
June 30, 1931 
$4,240,751.04 
1,568,988.22 
2,943,315.48 
1,224,186.91 
2,540,330.58 


Deposits 
June 30,1931 Par Bid Asked 
$32,228,982.28 100 320 335 
5,003,194.13 100 100 160 
14,344,531.50 100 380 410 
9,295,937.48 100 200 225 
16,768,751.23 100 400 440 


Figures furnished by The Washington Loan & Trust Co. and as reported to U. S. Comptroller of the Currency 
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Cleveland 


Special Correspondence 


OHIO’S NEW TAX BILL AN AID TO 
TRUST BUSINESS 


Ohio’s new tax law which effects a com- 
plete change in the method of taxing per- 
sonal property, tangible and intangible prop- 
erty in the state, contains provisions which 
are especially welcome to those conducting 
trust departments. Under the old taxation 
system persons of wealth were induced to 
form trusts with financial institutions out- 
side the state as trustees. This was a legiti- 
mate way to escape taxation in Ohio because 
the old law required strict tax on value 
which could not be applied on interest in a 
foreign trust where the legal title to the 
property is vested in a trustee outside of the 
state. 

Under the new law it is expected to reach 
the interests of Ohio beneficiaries in trusts 
held outside of the state. Such interest in a 
trust is defined as one kind of investment. 


The tax on investments is not upon the 
principal sum according to value, but it is 
imposed and measured by the income yield of 
the investment, and it is expressly provided 
that the Ohio taxpayer, the individual, shall 
return himself the income yield of any inter- 


est in a trust fund, wherever the trust fund 
is held, for his benefit. 

Under the provisions of the new law trust 
departments, serving as trustees, are not re- 
quired to return for taxation any securities 
held for various trusts, either for residents 
or for non-residents, except in a limited num- 
ber of cases. Although trustees are not re- 
quired to make formal returns, disclosing 
names of beneficiaries, ete., the new act does 
give the Tax Commission the assessing au- 
thority to require any information that he 
might deem necessary to administer the law. 
To meet this situation the trust companies 
have agreed to advise beneficiaries of their 
trusts to make all returns, because the duty 
of making returns rests upon the beneficiary 
and not the trustee. 

The tax on income is at the rate of five 
per cent, applying not only to interests in 
trust property but also shares of stock and 
certificates of deposit in institutions outside 
the state yielding more than four per cent. 
The five per cent tax is on income yield and 
does not mean five per cent of what the tax- 
payer received as income from a particular 
security last year, as it would mean if it 
Were an income tax. It means what the se- 
curity paid last year whether held for a year 
or not. 
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EXECUTIVE CHANGES AT MIDLAND 
BANK OF CLEVELAND 

Three important changes in the executive 
personnel of the Midland Bank have been 
announced by John Sherwin, Jr., president. 
The appointments, effective immediately, 
were made to facilitate the bank’s constantly 
expanding interests. Fred I. Robertson, 
credit manager of the bank, has been ap- 
pointed a vice-president, in addition to his 
present duties. C. C. Sigmier has been ad- 
vanced from assistant cashier to the position 
of assistant vice-president. 

Sanford S. Clark, formerly in the New 
York office of Eastman, Dillon & Co., has been 
named assistant vice-president of the bank. 
Mr. Clark’s broad financial and business ex- 
perience dates from his graduation from the 
Yale Sheffield Scientific School in 1918. After 
two years in the retail bond field, he became 
assistant merchandise manager of the Inter- 
national General Electric Co. His next po- 
sition was with the Electric Vacuum Clean- 
ing Co., as director of Western branches. 
Later he joined the Chicago Office of Thomp- 
son Ross & Co., investment bankers, leaving 
as sales manager to become associated with 
Eastman, Dillon & Co. During the war Mr. 
Clark was an ensign in the naval aviation 
corps. 


SANForRpD S. CLARK 


Who has been appointed Assistant Vice-president of the 
Midland Bank, Cleveland 
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BANK LOBBY RESEMBLES EGYPTIAN 
TEMPLE 


The massive architecture of some of our 
modern bank lobbies is all too often passed 
by when customers call at the bank to cash 
a check or make a deposit. It has remained 
for an artist, Blum Rosenbaum, of Cleveland, 
to discover in the lobby of The Union Trust 
Company of Cleveland an unusual form of 
beauty. 

Mr. Rosenbaum said that there was a 
startling similarity in the four-story columns 
in the bank lobby to gigantic columns of the 
ancient temple of Karnak in Egypt, and pro- 
duced a charcoal sketch shown here to prove 
his point. The massive square columns were 
shown to best advantage from the second 
baleony, looking toward the Euclid Avenue 
lobby. 


Sketch of columns in the lobby of the Union 
Trust Company of Cleveland suggestive of an 
Egyptian temple. 


Plans are being made for a state-wide con- 
ference of trust officers of Ohio banks and 
trust companies to discuss problems of mu- 
tual interest and conducted under the aus- 
pices of the Trust Committee of the Ohio 
Bankers Association. 

George H. Dunn, president of the Central 
Depositors Bank & Trust Company of Akron 
is the new president of the Ohio Bankers 
Association. 


TRUST COMPANIES 


Recent merger of the Ohio National Bank 
and the First Citizens Trust Company of 
Columbus, Ohio, gives that city a banking 
institution with resources of over $56,000,- 
000. Edwin Buchanan is president and 
Charles R. Shields, chairman of the board. 

At Steubenville, Ohio, the Steubenville 
Bank & Trust Company has been merged 
with the National Exchange Bank & Trust 
Company with over nine million resources. 


Ernest A. Frame has been elected vice- 
president and cashier of the Standard Trust 
Company of Cleveland. 


Robert J. Izant, vice-president of the Cen- 
tral United National Bank of Cleveland, has 
been elected president of The Cleveland Fin- 
ancial Advertisers Association. 

Joseph E. Rogers, president of the Ad- 
dressograph - Multigraph Corporation has 
been elected a director of the Union Trust 
Company of Cleveland. 

Edwin Baxter, vice-president in charge of 
public relations of the Cleveland Trust Com- 
pany has been named chairman of the 1931 
Cleveland Community Fund. 

A. E. Cameron, manager of the Lorain 
branch of the Cleveland Trust Company, has 
completed 25 years of service in that branch. 


Crust Companies 


A MONTHLY MAGAZINE DEVOTED TO THE 
INTERESTS OF TRUST COMPANIES 
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SUBSCRIPTIONS: The subscription price of 
TRUST COMPANIES is $5.00 annually. Single 
copies, 60 cents. Subscriptions payable in ad- 
vance. Foreign Subscriptions require $1.00 ad- 
ditional for postage. 

Entered at the New York Post Office as Second 
Class Mail Matter 


WasHINGTON, D. C., OFFICE 
Suite 726 Woodward Building 


Associate Member Financial Advertisers’ Assn. 





TRUST COMPANIES 


Los Angeles 


Special Correspondence 


ACTIVITY IN TRUST DEPARTMENTS 

In contrast to the “marking time” atmos- 
phere which prevails in banking and other 
departments, the trust departments of local 
banks and trust companies afford evidence of 
refreshing activity. This applies especially 
to individual and living trust business, the 
signing up of insurance trusts and custodian 
service. What is particularly significant is 
the increasing reliance shown by depositors 
and other clients in seeking investment ad- 
vice and guidance in handling estates. 

Growth in trust business is shown to a 
marked degree in all of the leading local 
trust companies and banks. Illustrative of 
this activity are the records maintained by 
the Security-First National Bank, including 
business reported by branch offices. The 
rating for new trust business based on dol- 
lar value for the first six months of the 
present year, gives first place to the Long 
Beach Branch with Security and Pasadena 
offices following in second and third order. 


Speaking of the results, Louis H. Roseberry, 
vice-president and trust manager of the Se- 
curity First National says: 

“The past six-month period has been a very 


successful one in the obtaining of new trust 
business, and in the face of business con- 
ditions one might say it has been extra- 
ordinarily successful. There has been a very 
noticeable increase in the aggressive coopera- 
tion of key men, and the Trust Department 
is indeed grateful for the necessary assist- 
ance by all Banking Department officers. A 
recent analysis shows that 54 per cent of 
all contracts made for Trust Department 
representatives is initiated through the per- 
sonal efforts of staff members and it is this 
cooperation that is carrying our new busi- 
ness program along to such successful ends.” 


CHAIRMAN OF TRUST SECTION 
COMMITTEE 


One of the most active organizations of 
trust men in the country is the Trust Section 
of the California Bankers Association which 
conducts constructive work through various 
committees throughout the year. The new 
chairman of this Section is John Veenhuyzen, 
vice-president of the Security-First National 
Bank of Los Angeles; the vice-chairman is 
Frank H. Lougher, trust officer of the Anglo- 
California Trust Company of San Francisco 
and the secretary-treasurer is Frederick R. 
Behrends, vice-president and trust officer of 
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the California Trust Company of Los An- 
geles. 


As recently announced by Chairman Veen- 
huyzen the chairman of the legislature com- 
mittee is John F. Keogh, vice-president of the 
Title Guarantee & Trust Company of Los 
Angeles; chairman of membership commit- 
tee; F. J. Brickwedel, vice-president and 
trust officer of the Wells Fargo Bank and 
Union Trust Company of San Francisco and 
Chairman of the educational committee; O. 
O. Trageton, assistant trust officer of the 
Security-First National Bank of Los An- 


geles. 


LOS ANGELES BREVITIES 


The estate of the late Henry E. Huntington 
has a value of $42,510,251, said to be the 
largest ever to come up for probate in Los 
Angeles County, as shown by the filing of the 
first current account and report of the ex- 
ecutors, Mrs. Caroline H. Holladay, sister 
of Mr. Huntington, and the Security-First 
National Bank of Los Angeles. 


H. W. Brower, C. I. Cavanaugh, H. A. 
Chandler, G. M. Chipman and L. A. Maier 
have received promotions as assistant vice- 
presidents, and Keith L. Carver becomes as- 
sistant cashier at the Los Angeles main office 
of the Bank of America. 


R. M. Sands has been elected to the board 
of directors of the Union Bank & Trust Com- 
pany of Los Angeles, California. 

Henry M. Robinson, chairman of the Board 
of the Security-First National of Los An- 
geles has been appointed by President Hoover 
to serve on a committee of sixty nationally 
prominent citizens to aid in a winter unem- 
ployment relief campaign. 

Net earnings of the Union Bank & Trust 
Company of Los Angeles, during the first six 
months of 1931 exceeded those of the first 
six months of 1930 by over 7 per cent, and 
those of 1929 by 3 per cent. 


The United States National Bank of Port- 
land, Ore., reports resources of $78,091,000; 
deposits, $67,849,000; capital, $4,000,000; sur- 
plus, $2,000,000; undivided profits and re- 
serves, $1,917,122. 

The Illinois Committee on Publie Utility 
Information is distributing a reprint of an 
article on “How Chicago Is Attempting to 
Solve Its Traction Problem,” written by 
Henry FP. Bruner, lecturer at the Northwest- 
ern University School of Commerce and 
which appeared in a recent issue of the Har- 
vard Business Review. 
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San Francisco 


Special Correspondence 


PROTECTING FUNCTIONS OF TRUST 
COMPANIES 


Trust companies of California are deter- 
mined to defend the exercise of legitimate 
trust functions and the right to develop 
trust business by appropriate methods. 
While attempts to pass unduly restrictive 
legislation at the last session of the legisla- 
ture were defeated a minority faction of the 
California State Bar Association is carrying 
on active propaganda. Discussing the at- 
titude of trust companies, James E. Mce- 
Guigan, vice-president and trust officer of the 
Bank of America National Trust & Savings 
Association of San Francisco, stated in his 
last report as chairman of the Trust Sec- 
tion of the California Bankers Association: 

“We recognize the right of attorneys in 
the exclusive field of the practice of law and 
the duty of the State Bar of California to 
maintain and protect this right. On the 
other hand, we have all equal right to de- 
mand recognition of the fact that the right 
of banks and trust companies to carry on 
their functions as fiduciaries is just as well 
founded in law and in custom as are the 
exclusive prerogatives of the legal profession. 
If the State Bar will reach a common under- 
standing with us of what shall be considered 
our legitimate field of endeavor, the best 
interests of the legal profession, as well as 
the best interests of the banks and trust 
companies, will be protected and furthered 
and the common objective of each group, 
namely, the welfare of the public, will be 
more certain of attainment.” 


LIQUID POSITION OF SAN FRANCISCO 
BANKS 


A comparison of the half-yearly financial 
statements of the San Francisco banks and 
trust companies with the close of last year, 
shows a decided increase in liquid assets, 
including government obligations. As of 
June 30th, cash and securities of the national 
banks represented 40.24 per cent of deposits, 
as compared with 38.74 per cent at the close 
of last year; for the state banks, the increase 
was from 50.67 per cent to the present 54.02 
per cent. 

Examination of the reports of the trust 
companies as of June 30th last also affords 
evidence of strengthening liquid assets and 
the placing of the institutions in a position 
to weather any kind of situation. It is this 
conservative policy which has kept the San 


Francisco banking field free of any difficul- 
ties such as encountered in other large cities 
of the country. 


SAN FRANCISCO BREVITIES 

The San Francisco Bank reported to stock- 
holders recently that the earnings and in 
creased business of the bank for the year 
closing last June 30th were the most satis- 
factory during any period in the history of 
the bank. 

Leading banks in forty-seven of the fifty 
largest reserve cities in the United States 
are depositors in the Bank of America Na- 
tional Trust & Savings Association of San 
Francisco. 

A survey made by the Crocker First Na- 
tional Bank shows that during the next ten 
years a total of $65,000,000 will be expended 
for improvement of highways in and around 


San Francisco. 


EXCELLENT SAVINGS RECORD BY 
UNITED STATES NATIONAL BANK 
OF PORTLAND, OREGON 

The United States National Bank of Port- 
land, Oregon, has made an excellent record 
in its savings department, the number of its 
depositors having increased 1500 and the 
savings deposits $1,700,000 during the year 
ending June 30. On that date deposits 
reached the new high record of $29,000,000, 
and the number of depositors 58,000. Two 
interesting things in connection with the 
savings department in addition to the in- 
creases mentioned above were referred to by 
Walter A. Holt, vice-president, in making 
public the figures: First, that not once dur- 
ing the year was there a decrease either in 
number or amount of savings on deposits; 
second, that at the holiday period when with- 
drawals are usual, savings deposits were in- 
creased and the trend continued upward more 
rapidly even than at normal times. 


Colorado is among the states which passed 
legislation at the last session permitting any 
state bank or trust company or any national 
bank to consolidate with any other state or 
national bank and vesting in such consoli- 
dated institution all fiduciary powers held 
by the merging units. 

Trust investments of trust companies in 
the State of Washington have increased near- 
ly four and a half million within the last 
three months, to total of $103,223,000. 

The 126 banks affiliated through the North- 
west Bancorporation of Minneapolis, report 
aggregate deposits of $397,302,834. 
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THE CORPORATE SIDE OF THE “LAW- 
YER-TRUST COMPANY PROBLEM 
(Continued from page 284) 
thing to do. It also makes friends and es- 
tablishes good will among members of the 
Bar, and it is from members of the Bar that 
we get a large part of our trust business. 

The friendship of lawyers has contributed 
in a large degree to the building up of trust 
institutions, and it would be foolish in us 
to deliberately bring about a result so hurt- 
ful to our own interests, or to those 
friendships by trying to withhold from law- 
yers their just part in a development to 
which they have so greatly contributea 

The trust institutions, through their suc- 
cess in handling and conserving estates and 
property, have built up with the public a 
great degree of confidence and faith in cor- 
porate management and administration, and, 
by educational advertising and solicitation 
over a long period, have awakened the public 
to the necessity of wills, and the advantages 
of trust in many conditions of life. This has 
produced a large volume of law business, 
which in large part would never have been 
had otherwise. So that we confidently assert, 
that trust institutions have increased law 
business and its general distribution through- 
out the iegal profession. This general dis- 
tribution of trust representation among law- 
yers is a growing custom all over the country. 


lose 


Question of Divided Allegiance 

Now, let us examine for a moment this 
question of protecting the public from harm 
in this alleged divided allegiance on the part 
of the lawyer who draws a will or trust 
agreement for a client employing him at the 
suggestion or recommendation of a bank or 
trust company, which is to be the fiduciary. 

The lawyer who has any relations with 
such a corporate fiduciary is held to have a 
divided allegiance, when it comes to drawing 
a will or trust agreement, and, as a matter 
of public protection, should not be allowed 
to handle such business. That is to say, he 
cannot be trusted to draw a will or trust 
agreement for a client, (a) if he regularly 
represents the proposed trust institution; 
(b) if he has such clients frequently or oc- 
casionally referred to him by the trust in- 
stitution; (c) if the client comes to the law- 
yer at all at the instance of any proposed fi- 
duciary. Is that fair to the lawyer, the 
fiduciary, or the client? 

Now, please understand that I am not ad- 
vocating the practice of law by corporate 
fiduciaries. We think that wills and trust 
agreements should be drawn by skilled law- 
yers in the employ of the testator or grantor. 
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We say that the habitual reference of such 
business to the regular lawyer for the cor- 
porate fiduciary is open to objection, and 
that the habitual reference to one, or two, 
or three lawyers, not the attorneys for the 
fiduciary, might be said to unduly concen- 
trate such business in the hands of a few 
to the hurt of other members of the Bar. 
But we do not think that the occasional ref- 
erence of such business, at the request of 
the person interested, to any lawyer, or the 
selection by the party from a number of law- 
yers submitted by the proposed fiduciary, 
violates any rule of proper conduct, unless 
it is to be said that the lawyers, themselves, 
so involved, are not to be trusted to fairly 
represent the client, a supposition to which 
we do not agree, and which we know from 
experience not to be true. 


Selection of Lawyer to Draw Will 


Assume the case of a man who wants a 
lawyer to draw his will. He may have a law- 
yer, expert in his line, who represents him 
in his corporation matters, but no law- 
yer whom he feels is experienced in draw- 
ing a will, or he may not have a lawyer. 
Where can he go for advice in selecting such 
a lawyer better than to his bank—the bank 
where he keeps his money, which perhaps 
has helped him make it, and to which he 
intends to entrust his estate? Is that bank 
likely to select any lawyer but one who can 
and will properly draw the will, and fairly 
represent the client? Have you ever known 
a case to the contrary? I have not. 

If the man is a stranger, as frequently 
happens, his position is much worse. He 
does not know where to go. Suppose the 
bank declines to assist in finding a lawyer. 
The customer must find his lawyer by in- 
quiring around the town, or trusting to 
chance. Not every lawyer is skilled or ex- 
perienced in this class of work—a distin- 
guished surrogate in a recent address says 
there are relatively few. Are the opportu- 
nities for mistake in obtaining wise and skill- 
ful advice less in such a case than where the 
banker recommends a lawyer known to him 
to be upright and experienced? 

I think, myself, after over thirty years 
experience with the Bar, that those men 
would be perfectly safe in the hands of those 
members of the Bar to whom they might have 
been referred, and that its members trained 
in the traditions of a noble profession can be 
trusted to determine themselves whether 
there is any other allegiance, anywhere, which 
might affect their service and advice, and if 
so, to decline the employment. 
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When Lawyers Write Themselves into 
Client’s Wills 

And it may be said in that connection, that 
none of the codes of ethics, or the reports or 
addresses, in which so much emphasis is 
placed upon disinterested legal advice and 
the harm of divided allegiance, as applied to 
corporate fiduciaries and attorneys to whom 
clients may be referred by them, in any way 
refers to, or seeks to interfere with the case 
where the lawyer who draws the documents, 
is himself appointed executor or trustee. It 
is difficult to distinguish in principle that case 
from those so condemned. In degree it would 
seem to be a much more outstanding case of 
self interest and embarrassment from divided 
allegiance, than where the prospective testa- 
tor or creator of the trust is incidentally re- 
ferred to the lawyer by the proposed corpor- 
ate fiduciary. 

It is indisputably true that the lawyer who, 
in addition to drawing the will or trust agree- 
ment, is to be executor or trustee has a 
greater personal interest and much more at 
stake than the lawyer who may, once in a 
lifetime, or occasionally, or even frequently 
draw wills or agreements for clients sent 
him by a bank or trust company. In the 


absence of any such restrictions against law- 


yers who write themselves into the clients’ 
wills as executors or trustees, or in trust 
agreements as trustees, this situation is cer- 
tainly open to the argument that these re- 
strictive rules are only designed to affect 
and limit corporate fiduciaries, and to pun- 
ish the lawyer who accepts business sent 
him by corporate fiducianies. 

The corporate fiduciary, however, is not 
criticising the drawing of a will by an attor- 
ney where he is to be the fiduciary. We 
have enough faith and confidence in the mem- 
bers of the Bar to believe it can be safely 
done. We have seen it safely done many 
times. We ask only that the same faith and 
eredit be given the attorneys, equally honor- 
able and upright, to whom a trust institution 
may refer a client. 


Reaction of the Layman 

I wonder if members of the Bar really ap- 
preciate what a great reflection on the Bar 
as a whole, as well as on the particular law- 
yers accused of wrongdoing, it seems to the 
layman to be in this statement that the pub- 
lic must be protected in the matter of their 
wills and trusts from any lawyer who has, 
or has had in the past any relations with a 
bank or trust company. 

If lawyers, of the high standing in the 
community and at the Bar of these lawyers, 
now so condemned, cannot be trusted to draw 
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a will or trust agreement because of an 
eagerness to curry favor with a bank or trust 
company in order to retain present business, 
or in the hope of future business, then who 
can be trusted? If that is all that is re- 
quired to cause a lawyer to forget the tradi- 
tions of his profession and to betray the 
client, then all the codes of ethics that might 
ever be written would not save the public 
It sounds absurd to the layman. The fact is, 
of course, that above the run of mankind, 
lawyers can be trusted, and these attempted 
restrictions have far overshot the mark. We 
all know that this surprising reflection on 
so many members of the Bar is unwarranted 
and undeserved. 

Another thing to be remembered in con- 
sidering the public and its trust business is, 
that these people doing business with trust 
institutions are no helpless, uninformed part 
of the public. They are, for the greater part, 
successful business men who have accumu- 
lated property. Property is not usually 
placed with corporate fiduciaries by widows, 
orphans, children, incompetents and others 
who are dependent upon it, but by success- 
ful men who are making provisions for de- 
pendents, or protecting themselves against 
the vicissitudes of fortune. A man who has 
acquired property generally knows pretty 
well what he desires to do with it. He will, 
and does, himself, reach an understanding 
with the trust institution as to compensation, 
management, and the business aspects of his 
will or trust, and looks to the lawyer to ad- 
vise him as to the legal aspects, and to place 
it all in practical and clear legal form. He 
would be greatly surprised to hear that he 
needed protection against a lawyer who 
might draw, or has drawn, his will at the 
recommendation of his bank. 


Steps Toward Improved Relations 

Now, as my entire thesis is the mistake 
of trying to correct things capable of cor- 
rection by harsh and repressive measures, 
with the certainty of accomplishing these 
things through cooperation and better under- 
standing, permit me to call attention to one 
or two things which disturb us, and which, 
if corrected, would help very much in arriv- 
ing at a mutually satisfactory state. 

We do not think that when a client indi- 
eates to his attorney his intention of naming 
some certain trust institution under his will 
or trust agreement, that the attorney should 
influence his client to substitute some other 
trust institution, unless, of course, the at- 
torney is fearful of the soundness of the in- 
stitutions, or the circumstances render it 
clearly inadvisable or unnecessary that 4 
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trust institution be used. We do not for a 
moment: ask any lawyer to permit a client 
to select a weak or incompetent company, 
if the attorney believes it to be such, but 
we do ask that “twisting” from one institu- 
tion to another, or working against some 
institution, not be done. 

Further, we do not think that an attorney 
should ever endeavor to have himself, or 
some associate, named instead of a corporate 
fiduciary indicated by the client. It would 
perhaps surprise you to know that this hap- 
pens, but it does happen. 

Nor do we think an attorney in handling a 
will or trust matter for a client should en- 
deavor to secure cut rates, or charges below 
the legal or standard rates. Some attorneys 
seem to think this is a part of their duty, by 
reason of the fact that they,, themselves, or 
some other lawyer of whom they know, has 
succeeded in getting some week-kneed trust 
official, over-anxious for business, to cut un- 
der what are recognized as standard rates. 
It is poor advice to the client, and is per- 
haps a forerunner of poor service. 

All trust business, if properly conducted, 
is becoming more and more expensive and 
leaves but little profit at best. Then, too, 
our experience is, that the customer wants 
good service, expects to pay for it, and is 


willing to pay standard rates. 


Lawyers should not endeavor to break 
down reasonable rates any more than trust 
institutions should shop around among law- 
yers until they find one who is willing, by 
pressure of necessity or otherwise, to agree 
to a fee below what would be reasonable for 
the service. The Bar would resent it, and 
justly so. We know that it could be done, 
but we do not think it would be right to do 
it. We desire, and need, for the estate the 
best service the lawyer can render, and we 
should be, and we are, willing to pay him his 
fair fee, after we both know what services 
have been required. 

It might be said that we have the pro- 
tection of the Court against unreasonable 
legal fees, and we have. But it is also the 
fact that the client, with respect to charges 
of the fiduciary, has the benefit of a schedule 
of charges fixed by legislative action, and 
sanctioned by law as reasonable and fair. 


Public the Final Arbiter 

I have endeavored to put before you 
frankly, the way I think the trust institu- 
tions of New York, with which, of course, I 
am most familiar, and a great many others 
throughout the country, about which I am 
informed, feel about this gravely important 
matter that is now disturbing both the -fidu- 
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ciaries and the Bar. Irrespective of what 
we do now, both trust institutions and the 
legal profession will go on to their rightful 
and just position in the affairs of the world. 
The public, ignoring us both, will attend to 
that, and calmly give to each of us our due. 

The trust institutions have no desire to 
infringe on the professional field, and are 
glad to meet with lawyers, or committees of 
associations to discuss and adjust their prac- 
tices to the proprieties of the situation. 
Cooperation will help accomplish the great 
ends of both. This can never be done by re- 
pressions and restrictions which retard and 
damage both, but do not represent eternal 
verity. 

In closing, I cannot express what is in my 
mind so well as had been said recently by 
an eminent lawyer of the Atlanta Bar, Mr. 
hi. Smythe Gambrell, quoted and approved 
editorially in the August number of the 
American Bar Association Journal, ‘While 
from one point of view,” he said, “bankers 
and lawyers may seem to be rivals fighting 
for the spoils of our rich commercial life, we 
are in fact partners in a common enterprise. 
Instead of working, each profession for it- 
self, and in opposition to the other, the two 
professions are more and more recognizing 
that they can prosper only in common, as 
parts of a greater, more universal activity.” 
This accomplishment requires that the public 
who entrust their property to us for the pro- 
tection of dependents be rendered the high- 
est of service, and be satisfied with the exe- 
cution of the trusts placed in our care, which 
corporate fiduciaries can achieve with the 
aid of lawyers—but not otherwise. 


a 


« . 


* 


The Elizabeth Trust Company and the 
Elmora State Bank & Trust Company of 
Kiizabeth, N. J., have been merged under 
the name of the Elizabeth Trust Company. 
Capital has been increased to $620,000 wita 
surplus amounting to $200,000. 

The board of trustees of the Title Guar- 
antee & Trust Company of New York at its 
latest meeting declared the regular quar- 
terly dividend of $1.20 per share on its stock 
and also an extra dividend of 60c. per share. 

Elmer F. Seabury, vice-president of the 
Industrial Trust Company, Providence, R. I., 
has been elected president of the Rhode 
Island Bankers Association to fill the post 
left vacant by the death of Charles P. 
Brown. 

The Liberty Bank & Trust Company of 
Louisville, Ky., has established a bank for 
children, called The Junior Liberty Bank. 
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